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TUESDAY, OCTOBER 8, 1957 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON CONSUMERS STUDY 
OF THE COMMITTEE ON AGRICULTURE, 
New York, N.Y. 

The subcommittee met at 10:30 a. m., pursuant to notice, in room 
220, United States Customs House, New York, N. Y. , Hon. Victor 
L. Anfuso (chairman of the subcommittee) presiding. 

Present: Representatives Anfuso (presiding), Cooley (chairman of 
the full committee), Grant, Mrs. Knutson, Jennings, and McIntire. 

Also present: Francis LeMay and Walter W. Wilcox, staff con- 
sultants, and John Heimburger, counsel. 

Mr. AnFuso (presiding). “Will the committee come to order, please. 

Ladies and gentlemen, in opening these hearings of the Consumers 
Study Subcommittee of the House Committee on Agriculture, in this 
city, we are grateful for the cooperation of Mayor Wagner and his 
Commissioner of Markets, Mr. Masciarelli, for their wholehearted 
cooperation, and to Mr. Lester Wolff for his unselfish contribution to 
the work of this committee. 

It is needless for me to say that New York City is my hometown 
and I am sure that no one would mind if I am a little bit partial toward 
it. 

Before I introduce the very distinguished body of lawmakers at 
this table, and before the taking of any testimony, let me give you a 
little history of the Consumers Subcommittee. It was created only a 
few months ago by the distinguished chairman of the Committee on 
Agriculture, Hon. Harold D. Cooley, who traveled all night to be 
here to attend this meeting. 

I was given the honor to head this subcommittee. It is composed of 
4 Democrats and 3 Republicans. One distinguishing feature of this 
committee—and I should like to relate it to you—is ; that we set out 
from the very beginning to seek the problems facing the committee, 
not as Democrats or Republicans, but as Americans placing the secu- 
rity and well-being of our country foremost. As a result, all of our 
decisions, all of our reports thus far, have been unanimous. 

Part of our job today and tomor row is to receive te sstimony showing 
the spread between what the farmer gets and what the consumer pays 
for food products. 

Last evening the committee and its staff, together with Commis- 
sioner Masciarelli, and others, visited the New York produce market 
at the highest point in its activities and learned a great deal which 
will be helpful to the committee and the Congress in recommending 
and passing new legislation beneficial to the people of the city of New 
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York. I am sure that our chairman, Hon. Harold Cooley, who intro- 
duced a long time ago a marketing bill, will have something to say 
about it. And if he had seen the conditions that we observed last 
night, he could not help but feel that conditions here in New York 
City for marketing are horrible, a total mess—not the responsibility 
of the public officials because I know they have been trying time and 
time again to do something about the problem. But the consumer is 
paying a great deal more than she should because there are so many 
unnecessary steps taken before the product gets to her, that if they 
were removed the cost would come down appreciably. 

We found out last night that in a short space of 5 blocks from the 
terminal to the market a truck is unloaded and reloaded sometimes 
2 or 3 times, all at an expense, I understand that costs about $250,000 
a day and if that could be eliminated you can calculate for yourself 
what the tremendous savings would be ‘to the consumer. 

Prior to this hearing and prior to last evening and, more particu- 
larly, from September 20 to September 30, I went throughout the 
State at my own expense to study the problems facing the farmers 
and consumers of New York City. I mention that in the: presence here 
of my colleagues at a time when Congress is adjourned to prove that 
a Congressman’s job is today a full- time one and not a part-time job 
as it Was years ago. 

For the benefit of the witnesses who will testify in future hearings 
in Washington and throughout the country, let me tell you what we are 
aiming for. This is a constructive study. The Committee on Agri- 
culture today has the power of subpena, obtained through the efforts 
of our distinguished chairman. We have not used it yet. We do not 
intend to use it unless we have to. We are not looking for headlines. 

As I said last night at the dinner which was given to ) the committee, 
we are looking for cooperation on the part of all people that have 
something to do with the food industry. If we get the kind of coopera- 
tion that we expect I am sure that all will be happy. 

First of all I want to categorically state as to the studies that we have 
already made that the farmer is not at all responsible for the increased 
cost of living. Of that we are sure. If anything, he has not shared 
equally with all of the other distributing factors making up the cost. 
As a matter of fact, he has been shortchanged because of a lack of 
bargaining power and underst: nding to the ‘point where it is difficult 
for him to make both ends meet. Remember, that the farmer is a con- 
sumer, too, and if he cannot buy what we in the cities produce, 
industry suffers. So it is a two-way street, no matter what side you 
are on. 

Remember, too, that the last depression started with a lack of buy- 
ing power, farm mortgage foreclosures, and so forth. Let us not have 
it happen again. No one can say that the United States is beyond 
that. There is not so much in the prosperity of America that all may 
take something out at any time and have something left. Capital, 
industry, and labor have great challenges facing them. They cannot 
afford to fight each other. They must work together to stabilize our 
economy and prevent inflation. We must stop prices from going 
higher and higher, or our dollar will become as depreciated or as 
valueless as the French france. 

What good is it to be paid in large figures if those dollars can buy 
so little? 








FOOD MARKETING COSTS 3 


And may I conclude my opening remarks, ladies and gentlemen, by 
saying to you, that business and labor and industry in our system of 
private and independent initiative has been responsible for many new 
inventions beneficial to mankind. This system, however, is now being 
challenged by a power which has enlisted all individuals under its 
domination to work not privately, as we do, or independently, but for 
the so-called state. 

Can the free world survive such challenge, let alone advance as 
we did before, with this powerful enemy breathing down our necks 
unless we all tighten our belts and sacrifice a little ? 

Now let me introduce the very distinguished panel of lawmakers 
who have come so far and wide to be here at these New York City 
hearings. 

On my right is Mrs. Coya Knutson, of Minnesota; next is Mr. 
George Grant, of Alabama; on my left, Mr. Pat Jennings, of Virginia; 
Mr. Cliff McIntire, of Maine; and our distinguished chairman, Mr. 
Harold Cooley, of North Carolina. 

Now, as the first order of business, I am going to recognize a very 
distinguished lady in our State who has done a great deal on behalf 
of the. consumers of New York State, whom Governor Harriman saw 
fit to appoint as the consumers’ counsel and a member of his cabinet, 
who is here as she has been throughout the State studying consumer 
problems. Only yesterday, at a luncheon with Governor Harriman, 
he and I at his home discussed the problems facing the farmers of 
New York State. I assure you, ladies and gentlemen, that the Gov- 
ernor of this State and the mayor of this city are both vitally inter- 
ested in consumer problems. May I ask this very charming lady, 
Dr. Persia Campbell, if she will be so good as to introduce the three 
charming ladies she has brought here who have performed a mission 
on behalf of her committee. 


STATEMENT OF DR. PERSIA CAMPBELL, GOVERNOR’S CONSUMERS’ 
COUNSEL, NEW YORK STATE 


Dr. Persta Campsett. Congressman Anfuso, Mr. Cooley, and mem- 
bers of the Consumers Subcommittee on Agric ulture. 

As you requested, I asked the ladies to buy some food in different 
types of stores, primarily produce foods. ‘They will give you the 
prices they paid on a comparative basis in a few of the different stores. 
They will explain several of the problems the consumers have in the 
quality of it and of the price today. I am sure they will answer 
such questions as they can about the current shopping situation. 

May I present Mrs. S. W erbell of the Henry Street Settlement, 
on problems of the lower income group. Mrs. Walton Pryor who 
is chairman of the Consumers Protective Committee, and Mrs. R. D. 
Persinger, representative of the YWCA who has helped in the mid- 
dle income group. I am sure you will be interested in asking them 
questions. 

Mr. Anruso. Thank you, Dr. Campbell. Not only have you 
brought us very charming ladies, but very representative ladies, 
judging from the organizations which they represent. 

Mrs. Werbell, may I ask you to tell us something about the basket 
that you brought here? 
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STATEMENTS OF MRS. S. WERBELL, HENRY STREET SETTLEMENT; 
MRS. WALTON PRYOR, CONSUMERS PROTECTIVE COMMITTEE; 
AND MRS. R. D. PERSINGER, YWCA 


Mrs. WeRBELL. Since I represent the members of the Henry Street 
Settlement, most of our families live out. 

Mr. Anruso. Pardon me, I have heard so much about the Henry 
Street Settlement, but I am sure many of these people have not. 
Will you please tell us something about it ? 

Mrs. Wersett. It is an organization on the lower East Side of 
Manhattan. We represent families of low-income groups and large 
families; we have mothers who come and meet and talk about their 
problems. 

We have clubs for children, teen-agers, small children, a nursery 
school, where the families in the neighborhood keep their little ones. 
There are some things—we have a personnel service where people 
come with housing problems and problems of illness. All of this is 
done at Henry Street but with a very small staff—a very efficient 
one. 

So I decided to shop in the neighborhood where most of our Be 
who belong to the settlement shop, and I shopped in the neighbor- 

ood supermarket. 

I found there that sometimes the prices do not mean that we are 
getting the quality we should. For instance, we bought a pound of 
snap beans. I paid 19 cents a pound. They are not as nice as some 
the other shopper housewives received in the other neighborhoods. 

We bought a head of lettuce. I paid 29 cents for it. That was not 
as fresh as you could want. At one time it was 10 cents a head. 

Then I paid for a bunch of carrots. Because they have the tops 
on they were 19 cents. 

These small oranges were 6 cents each; the large ones 8 cents. If 
they want fresh orange juice they find it very difficult at these prices. 

A quart of milk in one store was 26 cents. These ladies in one 
store paid 27 cents, and in another store 28 cents for the same homog- 
enized carton. 

Then eggs—lI bought eggs for 30 cents. One lady bought them for 
40 cents. Iam taiking about a half dozen. 

Mrs. Pryor. I paid 41 cents. 

Mrs. Wereeyu. That was for half a dozen. There is all of that dif- 
ference in prices. 

On apples we bought McIntosh from New York and for those I 
paid 15 cents a pound. McIntosh apples that came from Massachu- 
setts are a bit nicer, and there is a McIntosh used for cooking. There 
were other apples for 29 cents a pound. 

Broccoli, for instance, was 23 cents a bunch. And so I found that 
the produce on this little table here for, perhaps, a family of 2 children 
and a father and a mother for 2 days cost $5.68. That was the 
amount of it. 

Mr. Anruso. Mr. Ogren, could you tell us, please, what farmers 
get for some of these products that have been mentioned here by 
Mrs. Werbell ? 

Mr. Kennetu E. Ocren (Agricultural Marketing Service, U. S. 
Department of Agriculture). I could give you some of them. 

Mrs. Wersetu. Snap beans, 25 cents a pound. 
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Mr. Ocren. The United States farmer in mid-September received 
an average of 7.9 cents. This would be an average of beans sold all 
around the country. 

Mrs. Wersety. The head of lettuce there was 23 cents and 29 cents. 

Mr. Anruso. Who paid 23 cents? 

Mrs. Were... I paid 23. 

Mr. Anruso. And Mrs. Pryor? 

Mrs. Pryor. 33. 

Mr. Anruso. You paid 29? 

Mrs. Perstncer. Yes. 

Mrs. Wersetu. This one and that one. There is very little com- 
parison. 

Mrs. Persincer. This was a very firm head. This is the one I 
bought. 

Mr. Anruso. What is the difference in price ? 

Mrs. WeRBELL. Six cents. 

Mr. Anrvuso. For the larger one you paid less. Which is the larger 
one? 

Mrs. Werevety. This one. 

Mr. McInttre. The firm head had the greater weight. 

Mr. Anrvuso. Mrs. Pryor, would you stay where you are. You 
are chairman of the Consumers Protective Committee of New York 
City, are you not? 

Mrs. Pryor. Yes. 

Mr. Anruso, And Mrs. Persinger, you are connected with the 
YWCA? 

Mrs. Perstncer. Yes. 

Mr. Anruso. Thank you very much. Do you wish to compare any 
other prices? What isthe farm price on lettuce ? 

Mr. Oaren. Mid-September $4.25 a hundred. 

Mr. McIntire. How much do they weigh ? 

Mr. Anruso. What is the weight of these? Less than a pound? 

Mrs. Werse.t. Less than a pound. 

Mr. Anruso. You paid four point what? 

Mr. Oaren. 4.2 cents a pound. 

Mr. Anruso. These are less than a pound and they sold for 23 
and 29% 

Mrs. Wersett. This may be a pound. This may be about half a 
pound. 

Mr. Anrvuso. One is half pound and the other three-quarters of a 

ound. Allright. Do we have any other comments? 

Mr. Max Fisuer (Associated Food Stores). The prices in Septem- 
ber are true, but you must not forget that you had a lot of locally 
grown lettuce and the price is a whole lot lower. You do not have 
as much locally grown lettuce today as we had in mid-September. 
The same with the snap beans. Beans were coming from the New 
Jersey area, a local area. And right now we are right in between. 

We have had a lot of rain down in the Eastern Shore and no beans 
are coming from Florida. That is why they are higher today than 
this mid-September. 

Mr. Anruso. What are you paying for lettuce now ? 

Mr. FisHer. On the top quality it is 414—top quality. Some in- 
ferior kinds about 314. 
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Mr. Anrvso. Let us look at those tomatoes. Did anybody buy 
tomatoes ? 

Mrs. Wersett. I did. Ten cents a tomato. 

Mr. Anruso. Ten cents each ? 

Mrs. WerBeELL. Yes. 

Mr. Anruso. Anybody here in the tomato business ? 

Mr. Fisuer. I do not know where you did your shopping. 

Mrs. Wersett. Low-income neighborhood supermarket. 

Mr. Fisver. I do not want the name. It is not generally sold by 
the piece today. 

Mrs. WersetL. Thirty-three cents a pound. 

Mr. Fisuer. That is pretty expensive. You go to expensive stores. 
You won’t find that generally the price. 

Mr. Anrvuso. It is supposed to be a low-income neighborhood; is 
that correct ? 

Mrs. Wrerseu. Yes. 

Mr. Fisuer. Generally speaking, most of them sold in supermarkets 
today would not be over 19 or 23 cents a pound, because the prices 
of California tomatoes on the general wholesale market is from three 
and one-half to four dollars. 

Mr. Anruso. What do you think those tomatoes weigh ? 

Mr. Fisuer. Approximately a little over half a pound—about half 
pound. It would not be over that. 

Mr. AnFuso. It cost her 20 cents. 

Mr. Fisuer. This would not be over half a pound. 

Mr. Anruso. That is 40 cents a pound. I noticed a loaf of bread. 

Mrs. Pryor. I bought the loaf of bread, I paid 25 cents for that. 

Mr. Anruso. Can ‘anybody here tell us something about what the 
costsare? How about you, Mr. Ogren? This loaf of bread cost about 
25 cents. Can you tell us about the bread? We have some figures 
in our study in Washington that it is about 214 cents. Would that be 
about right ? 

Mr. Ocren. Between 214 and 3 cents. 

Mr. Anruso. Mrs. Pryor, you bought the loaf of bread ? 

Mrs. Pryor. Yes. 

Mr. Anruso. You have been buying it for a long time. How much 
has the price of bread increased in the last couple of years? 

Mrs. Pryor. I would not care to answer that because I do not 
remember. 

Mrs. Werseti. Two and one-half times. 

Mr. Anruso. Ten years ago it was 10 cents? 

Mrs. WERBELL. Yes. 

Mr. Anruso. We have some ads here, Dr. Wilcox, will you come up, 
please? Those are ads taken from 1937, 1947, and 1957. 

Dr. Witcox. This is the ad of 1937. This is the ad of 1947. Then 
this is a whole series for 1957, and here are the prices. 

Mr. Anruso. Mention some of the prices in 1937, of some of the 
articles mentioned here. Let us take bread. I see*it from here—9 
cents. 

Dr. Wizcox. The white bread is 8 cents, 193 

Mr. Anruso. Goon. Gotothe next one. 

Dr. Wucox. I do not see the bread in this one. Here it is—white 
bread, 13 cents. 

Mr. Anruso. Now go back to 1957. It is now selling at 25 cents, 
they tell me. Let us see what the ads say, some of them. 


G7. 
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Dr. Wixcox. Here is the A. & P.—25 cents. 
Mr. Anruso. Thank you. 


(The ads referred to are as follows :) 
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Mrs. Wersety. Let us talk about milk. We went into three differ- 
ent shops. Mine was 26 cents a quart. Each paid a different price. 

Mr. Anruso. Mrs. Pryor paid 27 ? 

Mrs. Pryor. Yes. 

Mr. Anrvso. In what neighborhood ¢ 

Mrs. Pryor. I ra in upper—in the middle of Manhattan. 

Mr. Anruso. Middle? 

Mrs. Pryor. Yes. 

Mr. Anruso. West Side or East Side? 

Mrs. Pryor. 150th Street, West Side, and low income. 

Mr. Anruso. I know the neighborhood, independent low income, 
You paid how much ? 

Mrs. Pryor. Twenty-seven. 

Mr. Anruso. Mrs. Werbell ? 

Mrs. Werse.u. Twenty-six cents. 

Mr. Anruso. Where—what neighborhood ? 

Mrs. Wersety. Lower East Side. 

Mr. Anruso. Lower East Side ? 

Mrs. WERBELL. Yes. 

Mr. Jennrincs. What is the difference in price of milk bought in the 
nee market and delivered at home ? 

{rs. WerBeLL. I do not know. 

Mrs. Mixxer. It is 29 cents delivered. 

Mr. Jennines. What would it cost in the neighborhood market? 

Mrs. Miter. I do not know. 

Mr. Jenninos. Twenty-six or 27. I mean, there is a difference. 

Mrs. Werse.u. It was 26 in the market. Three cents difference in 
the market. 

Mr. Jennrnas. Is that the average margin, 3 cents difference ? 

Mrs. Perstncer. For home delivery over the supermarket price. 

Mr. Jenninos. Let us take an average in the same community— 
what is the average differential in price? 

Mrs. Werse.u. There isn’t. In the same community you have the 
same price in the stores. 

Mr. Fisuer. There is 2 cents’ difference between the store and home 
delivery price. Generally speaking, you will find an odd penny 
difference in the stores. 

r. Anruso. You have been holding up two beautiful apples. I 
think I want to say something about them. 

Mrs. Prrstncer. This is my activity in consumers’ education be- 
cause I feel that the Government can legislate, and still won’t know 
how to do our shopping. Unless we take an interest in what items 
are luxury items, what items are prevalent and plentiful, and the 
season of the year, and why it is important not to buy a lot of these 
things such as pineapple, the honeydew melon, which are not the sort 
of thing we would feed a family on the lower East Side which really 
requires a high level of nutrition for little money. 

As to these apples which I bought, naturally, I wanted the very 
best-looking apple I could find. The McIntosh which we have here 
is from the middle Sixties, on the East Side. They are very poor 
and bruised and spoiled. These are New York State Delicious. I 
had the pleasure of paying 9 cents apiece for them. 

This seems fine, but I just wonder how much a farmer got in the 
season of the year when apples are plentiful, for these apples. 
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Mr. AnFuso. Mr. Ogren, how about that ? 

Mr. Ocren. What variety ? 

Mrs. Perstncer. These are New York State Delicious. 

Mr. Anruso. Incidentally, this is an open house here. If anybody 
else has answers, please raise your hand. 

Mr. Kessner. Did I understand her to say 15 cents a pound ? 

Mr. Anruso. Fifteen cents. 

Mr. Kessner. On Friday afternoon on my way home I stopped off 
at the supermarket t and I bought 4 3 pounds of very fine McIntosh for 
In other words, it depends on where 
you buy, and how you dion aa what you buy. 

If I buy 1 apple, on the sidewalk, you pay for it. It is different— 
10 cents or 11 cents or anything you can get. 

Mr. Anruso. Where did you buy those apples? 

Mrs. Perstncer. I bought these in the east Sixties at a medium- 
priced small store. I realize that this is even more than mine. 

Mr. Fisuer. May I say something relative to Delicious? 

Mrs. Perstncer. Yes. 

Mr. Fisuer. You will find them this weekend 3 pounds for 35 cents. 

Did you buy that in a delicatessen ? 

Mrs. Perstncer. No. 

Mr. Fisner. It is very unusual for apples at this time of the year— 
I think I haven’t seen apples any cheaper in the last 10 years as we 
have this year because they have a bumper crop in New York State, 
had quite a crop up in the New England States and they are really 
pushing apples. 

Mr. Anruso. We will have a panel on apples later. 

Mr. Fisuer. I want to compare the prices they are being sold for 
generally throughout the city. 

Mr. Anruso. When did you buy those? 

Mrs. Perstncer. Yesterday afternoon. 

Mr. McIntire. Could we ask the New York apple grower what 
they are bringing to the producer packed? Those are packed up 
there. 

Mr. CriarK. The Delicious that she has there, of that quality up 
until the last 2 or 3 days have been selling f. o. b., the farm packing 
house for probably around $3.50 or $3.75 a box. 

Mr. Anruso. A box? 

_ Mr. Crarg. That box would contain probably 125 apples of that 
size. 

Mr. Anruso. That would be about 3 cents a piece ? 

Mr. Criarx. That price in the last 3 or 4 days has declined to the 
point I think yesterday morning they were in the vicinity of $3.25 
and $3.50 delivered in New York, which would probably be no more 
than $2.75 at home. 

Mr. Anrvuso. Let me ask you this. These apples come from upstate 
New York? 

Mr. Crark. I understood her to say that they did. I am not sure 
where they came from. 

Mr. AnFruso. It may be 60 or 70 miles away ? 

Mr. Criark. Yes. 
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Mr. Anruso. And in that short period of time it gets to the con- 
sumer and there is a variation in price of about 10 cents, is that right ? 
The only thing that has been done is that they have been polished. 

Mr. Crarx. I do not know about that. 

Mr. McIntire. May I ask, Mr. Clark, what percentage of the good 
would pack out to that box right there ? 

Mr. Crark. Of Delicious ? 

Mr. McInrme. Yes. 

Mr. CuarK. That is quite a fancy apple and I would say that under 
normal circumstances not over 50 percent. 

Mr. McIntire. That would be half ? 

Mr. CrarKx. The remainder would be lower grades and smaller 
sizes. 

Mr. McIntire. Much lower grade by taking those out. 

Mr. CrarK. That is true enough. 

Mr. Anruso. So that the farmer would not even average up to 
$3.50 ? 

Mr. Crark. I am not talking about averaging. I am talking about 
that particular fancy box bought at the farm. The average is brought 
way down by the lower grades and smaller sizes. 

Mr. Anruso. Thank you very much. 

Do you wish to say anything else / 

Mrs. Perstncer. May I talk about tomatoes? You do not need these 
to sustain life. We buy hothouse tomatoes. Tomatoes are in tre- 
mendous supply here, and it does not seem right to me to buy Cali- 
fornia tomatoes—if they know that a tomato is at its peak—the crop 
is at its peak, they should not be buying California tomatoes. 

Mr. Fisner. We have had the frost that knocked that out. All you 
have is the main supply from California. 

Mr. Anruso. The main supply is from California ? 

Mr. FisHer. Right at the present time it is from California. 

Mr. Anruso. Thank you very much. 

Mrs. Knutson would like to know something about eggs. 

Mrs. Wersetu. I paid 30 cents half a dozen or 60 cents a dozen 
large size grade A. 

Mr. Pryor. I paid 41 cents—82 cents a dozen. 

Mr. Anruso. How much did you pay ? 

Mrs. Wersety. Sixty cents. 

Mrs. Pryor. Eighty-two cents. 

Mr. Anruso. Is it a larger egg or the same size? 

Mrs. Werseti. The same size I think. 

Mr. Anruso. If I know these two neighborhoods, Mr. Chairman 
and members of the committee, I think that Mrs. Pryor comes from, 
I mean, the income there is lower than the neighborhood Mrs. Werbeil 
comes from. And you paid more? 

Mrs. Pryor. This is what brought about the Consumers Protective 
Committee—the high prices. ; 

Mr. Anruso. You pay more in that low-income neighborhood; you 
are paying more than they are paying in the middle income. 

Mrs. Knutson. Mr. Ogren, what do they bring to the farmer or do 
you have average overall figures ? 

Mr. Ocren. We have some prices for nearby eggs that would come 
into the New York market. Again this is back in mid-September, 
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prices averaged 47.9 cents per dozen, and for the midwest eggs coming 
into this market, the farmers received 3814 cents. 

Mrs. Knutson. I was going to say that the last time I heard the 
price for eggs in my distr ict was 38 cents to the farmer. 

Mr. McIntire. These are white. I do not suppose you can buy ¢ 
brown egg in New York, can you? 

Mrs. Pryor. They are supposed to be cheaper. 

Mr. McIntire. The brown egg would be cheaper. 

Mrs. Knutson. Would you ‘favor buying eggs by the pound? 

Mrs. Werpett. Yes. We could try it for a short time. Some 
stores did. 

Mrs. Knutson. If it worked out uniformly, do you think it would 
be a valuable thing to the consumers ? 

Mrs. WerBet. I do, to the consumers. 

Dr. Campsett. In New York State we do have standards and 
grades. Grade A large is supposed to represent a particular stand- 
ard, and New York State officials will know that standard. It does 
not have the same quality except for freshness. That grade is made 
at the time of handling, and eggs may deteriorate in storage. But 
you do not have the same kind of problem in quality selection, as you 
do in some of the other quarters. 

Mr. Anruso. Are there any other questions on the part of the mem- 
bers of the committee / 

If not, I would like to place in the record the names of these 
three ladies, Mrs. Samuel Werbell—and may we have your address? 

Mrs. Werpsetyt. 7100 Beekman Place, Brooklyn. 

Mr. Anruso. You are associated, Mrs. Werbell, with the Henry 
Street Settlement / 

Mrs. Wernetu. Yes; that is correct. 

Mr. Anruso. Then we have Mrs. Walton Pryor, who is chairman 
of the Consumers Protective Committee of the City of New York. 
May we have your address / 

Mrs. Pryor. 217 West 125th Street for the Consumers Committee. 
My home address is 530 Cross Street, Westbury, Long Island. I just 
moved, 

Mrs. Wersety. 265 Henry Street, Manhattan, is the Henry Street 
Settlement address. 

Mr. Anruso. You are withthe YWCA ? 

Mrs. Pryor. Yes. 

Mr. Anruso. May we have your address ? 

Mrs. Pryor. It is Dobbs Ferry, N. Y. 

Mr. Anruso. Who brought those melons, by the way ? 

Mrs. Werseti. I did. Although perhaps they should not buy 
melons, sometimes families do like a treat. Some people do not 
eat meat. So, I think, melons are important. For that reason I 
bought them. 

The melons here came from California, so they told me, and it was 
43 cents, at 15 cents a pound. 

The cantaloup was 30 cents. I am very much interested why the 
farmer gets that. 1 love melons. 

Mr. Anruso. You are a consumer? 

Mrs. WerRBELL. Yes. 


Mr. Anruso. The cantaloup cost how much ? 
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Mrs. Wersety. The cantaloup was 30 cents and the honeydew was 
40 cents. 

Mr. Anrvuso. Mr. Ogren. 

Mr. Ocren. I will have to depend on one of the gentlemen from 
the market to give the conversion. 

Mr. Fisuer. To help the ladies get the true picture, I think, while 
giving the farmer’s price, he ought to give the freight rate along 
with it, what it costs to get it here. I mean sometimes the freight 
is almost comparable to what is paid to the farmer. 

Mr. Anruso. They wanted to discuss that later. Let us have the 
whole thing. 

Mr. Ocren. During the week ending September 28, prices of 
honeydew in the San Joaquin Valley were $1.87 on 6 to 8 size jumbo 
crates. 

Mr. Anruso. How many in a crate? 

Mr. Fisuer. Eight to the crate. They come 6, 8, 9, and 12. 

Mr. Anruso. What size are these ? 

Mr. Fisuer. This isa 12 size. 

I would say this one would be 12 in a box—12 in a crate. 

Mr. Anruso. You buy 12 for $1.87 ? 

Mr. Oaren. $2.22. 

Mr. Fisuer. You should have another price. 

Mr. Anrvuso. All right. 

Mrs. Wersett. Thatis18 cents. I paid 43 cents. 

Mr. AnFruso. You paid 43 cents, a spread of 25 cents. For the can- 
taloup it was 30 cents you paid ? 

Mr. Wereett. Fourteen cents a pound. 

Mr. Anruso. Could we have the figures on that ? 

Mr. Ocren. What size is that ? 

Mr. Fisuer. That would be a 36—a small 36, but that is what I 
would pay for it. 

Mr. Anruso. We want to thank you for your cooperation. 

Mr. Fisuer. You are quite welcome. 

Mr. Ooren. $2.83, Fresno, Calif., for a crate of 36. 

Mr. Anruso. That is about 8 cents apiece. 

Mr. Ocren. These again are shipping-point prices. 

Mrs. Wersetu. I paid 30. That is reasonable because some stores 
were even higher. 

Mr. Fisuer. May I say this: That the freight rate was higher than 
what was paid to the farmers. 

In that particular instance, which is cantaloup, the freight amounted 
to more than what the farmer was paid. 

Mr. Anruso. Do you have the figure on the freight ? 

Mr. Ocren. I might say that the prices received by the farmers 
are lower than these prices I am giving you here. These are the 
shipping-point prices. 

Mr. Anruso. The shipping price. 

Mr. Ocren. Shipping point. 

Mr. Anruso. The farmers would get less than that ? 

Mr. Ocren. Less than that. I donot have that. 

Mr. Fisuer. The cost of packing goes into that, and grading, and 
so forth. 
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Mr. Anruso. Allright. Again I thank you, Dr. Campbell, and you 
ladies for being here. You are welcome to stay. I hope you do not 
have to go for a while. 

You may get into other controversies. 

We are very happy to present a panel to discuss the lettuce and 
apple situation. 

First, take lettuce. Mr. Harry C. Crean has come all the way from 
Salinas, Calif., to be here. He is a grower of lettuce in California. 
Mr. Crean, would you sit there fora moment? And Mr. Jack Fried. 
Do we have Mr. Kinker here ? 

Mr. Fisuer. He is not here. 

Mr. Anruso. You area grower of lettuce; is that right? 


STATEMENT OF HARRY E. CREAN, SALINAS, CALIF. 


Mr. Crean. That is right. Not only lettuce, and to give a picture 
up to date. I operate approximately 1,400 acres, and on that produce 
head lettuce, broccoli, celery, and so forth. Throughout the year I 
probably produce 2,000 crop-acres. 

That comes about because we have a spring crop and then in the 
fall we have a fall crop of the vegetables. 

Mr. Anruso. Suppose I ask you some questions. You grow, say, 
24 heads of lettuce and you pack them in a crate; is that right? 

Mr. Crean. Most of the cartons that are packed contain 24. That 
is the desirable size. There are other cartons that contain 30 heads 
and some that contain 18. 

Mr. Anrvuso. Let us take the 24 heads in a crate. What do you 
get for those ? 

Mr. Crean. What do we get? 

Mr. Anruso. Yes. 

Mr. Crean. Just for the lettuce? What do we receive in return? 

Mr. Anruso. Yes. 

Mr. Crean. We get what is left. 

Mr. Anruso. No, no. 

Mr. Crean. For example, I am interested in the head of lettuce 
here. It may have come from my own farms. The cost of production 
is approximately three and a quarter cents. 

Mr. Anruso. Three and a quarter ? 

Mr. Crean. Three and a quarter. 

Mr. Anruso. How about harvesting? 

Mr. Crean. The cost of harvesting, the cutting and the packing in 
the container and hauling into the cooling plant and putting on the 
car is approximately the same. That would make it about 614 cents 
loaded and ready to leave for the eastern markets. 

Mr. Anrvso. All right. We have 614 cents. Then you pay for 
icing and freight, do you not ? 

Mr. Crean. First the lettuce has to go through a process of vacuum 
cooling. We package differently now than 5 or more years ago. That 
cost is 15 cents a carton for the vacuum cooling. 

Mr. Anruso. That is per carton. That is less than a penny per 
head. 

Mr. Crean. That is right. Approximately two-thirds of a cent. 
Then the carton is ready to start its trip back here to these ladies 
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that do the shopping, and then the freight and refrigeration charge 
sets in. 

Mr. Anruso. Do you have any idea of those costs? 

Mr. Crean. Very well. 

Mr. Anruso. Please tell us. 

Mr. Crean. Approximately 514 cents from Salinas on all heads of 
lettuce, and Salinas is approximately 100 miles south of San Francisco 
in Monterey County, right down here, where it comes in on the B. & O., 
or the New York C entral or the Pennsylvania Railroad haul is the 

same until it is delivered into New York, and that is about—well, it is 
$1.32 to $1.34 per carton. You can figure out what that would be 
with 24 heads in the arton. 

Mr. Anruso. Now, you sell to a jobber, do you? 

Mr. Crean. Well, if tT may explain, Congressman 

Mr. Anruso. We want the whole oper ation. 

Mr. Crean. We try to load this stuff on board cars and sell it f. 0. b., 
to various buyers throughout the United States. For example, many 
firms in the East have their own buyers on the west coast. Some of 
the largest chainstores like A. & P., and Kroger Grocery & Baking, 
they have buyers on west coast food companies. 

Then there is an organization called Food Fair. I do not know 
whether from New York or Philadelphia. ‘They are large operators. 
They have a little difficulty with the Government at the present time. 
I do not know what that is about. These people have their own 
buyers there. 

Mr. Anruso. You mean in California ? 

Mr. Crean. Yes. 

Mr. Anrvuso. Is there a market there where the lettuce is displayed / 
How is the buying done in California 

Mr. Crean. It comes in from the fields and it is ordinarily a half 
refrigerator carload that is carried on the truck from the fields to the 
cooling plant. These fields where the lettuce is produced range any- 
where from 2 miles to 42 miles from the cooling plant. 

When they arrive at the plant they are ‘unloaded by lift trucks 
which lift the whole truckload off and set it on the floor and that 
particular load is waiting its turn to go through the cooling plant 
and while there the buyers come down ‘and then open the flaps, pull 
out a head, tear them all apart, looking for burn, slime, decay and 
all of the other things that go along with the horrors of producing 
perishable vegetables. 

As a rule, the buyer is very cautious. He wants something that 
what we call will ride well, so that it is delivered in an attractive ap- 
pearance in the eastern market so that it will make a better sale. 
Sometimes they buy—most of the time they do not. 

One day last May, I do not recall the day, it was a horrible day in 
my business, which is one of many. I loaded 17 or 18 cars of lettuce. 

I didn’t sell one of them because there was an awful lot of lettuce 
going out at the time. 

Mr. Anruso. What happens then ? 

Mr. Crean. Then we pick out a receiver in Minneapolis, Chicago, 
New York, and we consign acartohim. They sell it for our account, 
that is why I say we many times take what is left. 

Mr. Anruso. You take any price you can get? 
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Mr. Crean. Any; and sometimes when we consign a car to the east- 
ern market, when the market is glutted, that is no one’s fault, except 
the consumers, because they are not eating enough of it. That car 
will be broken and will start to make sales—that is, the receiver will— 
and he cannot finish up, he cannot clean up the car soon enough— 
might have it on hand 5, or 6, or 7 days and some may be dumped. 

There might be a freight deficit. it might be from one to six 
hundred dollars. We pay that. After producing the car of lettuce, 
consigning it, you might say paying someone to take the gift of a 

arload of lettuce. That does not h: appen frequently, but it happens 
every year to some of the producers. That is the worst part of it. 

Let us take a car—take this car that this gentleman said was good 
lettuce. 

Mr. Fisner. That was the top. 

Mr. Crean. You can go down on the Washington Street Market 
and probably buy a dozen truckloads of good edible lettuce that will 
satisfy any of these |: udies here from $2.7: 5 to $3. 50. 

Mr. Fisuer. That is right. 

Mr. Crean. The top price does not always indicate that the quality 
is of the best. Many times a car will come in—someone will send in 
an order—a hundred cars go out and the price is $4.50. The next 
that goes out is $4.25. It comes out of the same field, same quality, 
same market, same receiver. However, I do not know whether that 
would account for the wide differential in the prices of these heads 
named here. I noticed some was 23, some 29. I haven’t examined 
them but just looking at them here, one is a little stale on this side. 
But they seem to be about the same size and weight. 

The car that started to ride from Salinas to New York State, after 
it comes in here, then it is unloaded. 

Mr. Anruso. Where is it unloaded ? 

Mr. Crean. If it is on the New York Central it is on the train 
tracks, 33d Street. If it comes in on the Pennsylvania they have to 
lighter it across, do they not ? 

Mr. Fisuer. Either that or ride it to Jersey City. They truck 
it over or lighter it if they want to unload on the New York side. 

Mr. Anruso. They put it in barges, if it is coming to New York 
City—they put it in barges and then it comes down here to the mar- 
ket, is that right? 

Mr. Fisuer. Loaded across the North River. 

Mr. Anruso. You are interested in this. Suppose you bring in 
this freight car—whether you bring it into New Jersey or in at 33d 
Street, when do you sell it, and to whom ? 

Mr. Crean. We consign it, let us say. 

Mr. Anruso. To whom do you consign it? 

Mr. Crean. Senanski and Nathan, Irving Okum when they were 
in business, Heller. 

Mr. Anruso. What names are you mentioning? 

Mr. Crean. Receivers, New York City. 

Mr. Anrvuso. You consign it to any one of these receivers, is that 
right ? 

Mr. Crean. That is right. As a rule particular growers and ship- 
pers will work with particular receivers. 

Mr. Anrvuso. You have your set of receivers, is that right? 


Mr. Crean. I do. 
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Mr. Anrvso. Had the price been fixed when the lettuce left Cali- 
fornia? It has not, has it? 

Mr. Crean. No. 

Mr. Anruso. No price has been fixed, you just consign it, you send 
it on consignment, is that right ? 

Mr. Crean. Yes. 

Mr. Anruso. When is the price fixed, and how? 

Mr. Crean. When the car comes into New York. There was a car 
arriving last night, I think, in New York, midnight. 

Mr. Fisuer. The Congressman was there. 

Mr. Crean. Do they open at midnight now ? 

Mr. FisHer. We open earlier. 

Mr. AnFruso. They were open at 10: 30 when we were there. 

Mr. Crean. They open at night. The car is unloaded and the 
merchandise displayed on the walk down there and the buyers look 
at it, and that is when the trading starts. That is when the sale is 
made. 

Mr. Anruso. In other words, you have no guaranty and no way of 
knowing what you are going to get-—— 

Mr. Crean. None at all. 

Mr. AnFuso. For that lettuce, that is right ? 

Mr. Crean. That is it exactly. The only time that we have a guar- 
anty, and even then it isn’t a guaranty, is when we sell a car f. o. b., 
to a buyer at a shipping point. 

Mr. Anrvuso. In California? 

Mr. Crean. California. 

Mr. McIntie. Is that f. 0. b., at shipping point, or do you guarantee 
delivery ? 

Mr. Crean. When we sell it—when we sell out there, we sell on 
terms f. 0. b., acceptance. Whenever one of our cars arrives with over 
a certain percentage of defects we get that back, too. 

Mr. McIntire. That is not f. o. b., acceptance final transaction— 
it is condition on arrival. 

Mr. Crean. That is right. I would say that less than one hundredth 
of 1 percent of all of the lettuce produced in the State of California 
and Arizona—they are winter producers—less than that percent is 
sold f. 0. b., acceptance final. 

Mr. McIntire. How much of that produce is sold for diversion 
without a consignee ? 

Mr. Crean. Without a whom? What you call a tramp car? 

Mr. McIntime. Yes. 

Mr. Crean. At times of lessened production, maybe 5 to 10 percent 
of the daily loadings. But normally, I do not think it would be over 
1 or 2 percent. 

Mr. Anruso. I suppose that when the lettuce gets here you are in no 
position to take it back, therefore, you must sell it at any price, is that 
right ? 

Mr. Crean. Yes. 

Mr. Anruso. Do you think that that is a healthy situation? 

Mr. Crean. No. I would not say it was a healthy situation, but 
then again it is not the consumers’ fault. We produced it. We 
loaded it. No one else is at fault but ourselves when we run the stuff 
out. It is just a method of doing business in the industry. There are 
certain commodities handled 100 percent on consignments. 
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Mr. Anruso. Who has established that method ? 

Mr, Crean. I guess it was established a century or more ago. 

Mr. Anrvuso. It just grew up, is that the idea ? 

Mr. Crean. Yes. 

Mr. Anruso. Do you find that to be satisfactory to the farmer? 

Mr. Crean. No, no. 

Mr. Anruso. Do you have any suggestions to make—any recom- 
mendations to make to the committee ? 

Mr. Crean. You mean put everything on an f. o. b., basis? No; 
I am afraid we have to suffer along with the evi ts. as well as the 
good times in the business. 

Mr. Cootey. You are familiar with the operations on the Wash- 
ington Street Market, are you not ? 

Mr. Crean. Very much so. 

Mr. Cootxy. Do you not agree that the Washington Street Mar- 
ket is not only a disgrace to the great city of New York but a dis- 
grace to our distribution system in this America of ours? 

Mr. Crean. For 25 years I have been waiting to answer a question 
like that. 

Mr. Cootsy. What is your answer ? 

Mr. Crean. My opinion of the New York closed market is that it 
is the most obsolete, antiquated, inefficient operation in all North 
America and maybe in the entire world. 

Mr. Cooter. I agree with you. I have been many times in = 
Washington Street Market and I am sure that it is just like it wa 
back 100 years ago, in the horse-and-buggy days, before we had ‘9 
trucks and modern transportation facilities. 

I have a bill pending in Congress now—it has already been re- 
ported by the House committee—has been before the Rules Commit- 
tee—which would authorize the Federal Government to finance on a 
long-term basis, at low and reasonable interest rates, the building of 
new and modern marketing facilities in all of the metropolitan areas. 
The justification for that, : as I see it, as a southern Congressman, is 
that the New York market is such an important market that it is 
actually impressed with a public interest, because you in California, 
my farmers in North C arolina, the farmers i in the lower Rio Grande 
Valley, farmers all over America, have a right to trade in that market, 
and, therefore, they have an interest in the market. 

When you pointed out a moment ago the difficulties that you have 
as a shipper in actually delivering your produce to these housewives, 
you encounter obstac ‘les right here in the metropolitan area which 
could be eliminated; in other words, if the market in which we are 
now operating could be abandoned and new and modern marketing 
facilities could be established, at some easily accessible location, you 
could ship your freight cars right into the market, and you could 
deliver into the warehouses and out into the trucks that go to the up- 
town stores, and you could deliver more efficiently and cheaply. 

We had a study made. Here is one short paragraph in our report 
which was filed on April 21, 1957: 

The committee found in 2 large cities that at modern chainstore warehouses 
with direct rail spurs, products were being unloaded from cars into warehouses 
at a cost of $9 per carload, while in these same cities the cost ranged from $75 
to $115 a carload to move perishables from the railroad car into warehouses of 


wholesalers in the produce market district, representing an unnecessary charge 
to consumers of from $66 to $106 on each carload. 
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I realize that the building of modern facilities in itself is not an 
answer to the problem, because as you pointed out a moment ago, you 
deliver the products of your field into the great consumer centers and 
the price that you receive depends upon the supply at the moment 
you deliver, isn’t that right? 

Mr. Crean. Yes. 

Mr. Cootry. We have tried to provide marketing information 
which would be, and I think should be and is, beneficial to farmers. 

Mr. Crean. Very much so. 

Mr. Cootry. You still find that you will deliver produce on a glutted 
market and that means a hardship on you as a producer; does it not ? 

Mr. Crean. Yes. 

Mr. Cootry. If we could shorten the distance between the producer 
and the consumer, I think we would be accomplishing something. I 
know that these ee markets, in cities like New York and Philadel- 
phia and Boston—I believe Boston is planning now to improve their 
situation—are just obsolete, antiquated ratholes. 

I do not want to reflect on our distribution system because I think 
we have the best distribution system in the world; there isn’t any doubt 
in my mind about that. It is too expensive. 

I want to ask Mr. Fisher a question. I know he will be certainly 
interested in this—when you finish-—-to give us some idea as to what 
can be done and what should be done to improve this deplorable 
situation. 

Marketing facilities is a partial answer, as I see it, but it, certainly 
isn’t the entire answer. We have the situation constantly facing us 
because we are the Agriculture Committee. 

The housewives go into the stores and buy these products of our 
fields, and naturally the first impulse is that the farmers of America 
must be getting rich, as for example here, we paid 10 cents for the 
tomato and 13 cents for an apple, and when she gets home and looks 
at the small amount of groceries, the large amount of money, imme- 
diately she focuses her attention on the farmer. 

The merchant who sells the produce to her is not defending the 
farmer. He is not explaining the situation is the result of, as Mr. 
Fisher points out, a lot of costs involved here in addition, such as 
freight rates, and so forth. 

Mr. Crean. That is true. 

Mr. Cootry. The cost of transportation enters into it, we have been 
told. I think the Department experts traced a carload of lettuce into 
the New York market and more than 50 percent of the ultimate cost 
that the housewife paid attached to the lettuce after it came into the 
city of New York. 

Mr. Crean. You say more than 50 percent ? 

Mr. Coo.ry. Yes. 

Mr. Crean. In these figures that I cited, 6.5 and 5.5, 12 cents, one 
lady paid 23 cents and another 29 cents; those figures vary. 

Mr. Cootzy. What I am talking about is—I think I am correct in 

saying that even including the cost of production of your lettuce in 
California, the cost of producing it, raising it, packaging it, shipping 
it, from ¢ ‘alifornia to New York, that after it got to the city, within 
the metropolitan area, an additional 50 percent ‘of the cost was added 
thereafter. In other words, it costs more to get it from across the 
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river to the housewife in New York City than it did to produce and 
ship it and deliver it to New York. 

Mr. Crean. Thatisright. May I inject this? 

Mr. Cootry. Isn’t that right? That is a deplorable situation. 
Every citizen should be interested in this. Is that right, Mr. Crow ? 

Mr. Crow. Yes. 

Mr. Cootry. We are dealing with these problems in which we have 
a community of interests. W Then I say “we,” I means producers and 
consumers, because I am a producer and a consumer. I know that the 
cost of living is constantly increasing and farm income is constantly 
declining. 

What we are here for, I know, is to find out from you producers and 
consumers, and you merchants, what the Congress of our great country 

‘an do to improve this situs ition. You cannot tell me that it is a local 
problem. It is not, because I think about 20 percent of the produce of 
America comes through this Washington Street Market; isn’t it 20 
percent, Mr. Crow ? 

Mr. Crow. That isa littlehigh. Itismore nearly 10 percent. 

Mr. Cootry. It comes into this one market. It isn’t consumed in 
some other area. It is not shipped out of here. That shows how 
important the market is. Itis important to every consumer in America 
to see that these conditions are abolished. 

I should like you as a shipper who has been dealing with the markets 
to give us any idea as to how we might improve this situation. 

Mr. Crean. Going along step by step, going back again to this car 
that we rode in all the way from California. It arrives in New York. 
There is what they call a cartage charge. It ranges anywhere from 
15.5 to 18.5 cents per carton. That is from one to two hundred per- 
cent higher than it was 10 yearsago. Find out the reason for that. I 
mean that is one example. 

We have already gone through the growing and the harvesting. 
We found out it cost us 614 cents. 

Cooling is 15 cents a carton. That is roughly two-thirds of a cent. 

Another 1: arge item that you really could do some thing about is this 
3-percent transportation tax. It hits us right between the eyes and 
it starts right from the field and comes all the way through to the 
time that it is delivered to the receivers. That is the tax on the 
freight bills, the refrigeration bills, the cartage bills and every truck 
that handles them. That is a tremendous item. It sounds small but 
it is tremendous. We in the West have been hit the hardest with 
this and have been crying to our Congressmen, both Democrats and 
Republicans and to the Arizona Congressmen—and I believe the 
Texas Congressmen—but we have been pounding on deaf ears so far. 

That is a good place to start to reduce the cost. That is the trans- 
portation tax. 

To go back to this cartage, it is a mystery to me why it will range 
from 15.5 to 18.5 cents. I do not know all of the mechanics of the 
handling of fresh produce in New York. Maybe it is due to where 
it was unloaded and what terminal and where it went. 

Mr. Fisner. I think I can answer as to that differential. The truck- 
ing industry has set up zones in the metropolitan area and set a rate 
schedule from below 14th Street to above 14th Street such as Jersey 
and other parts. There is where the range comes. That is in the 
contract with the people that they work for. 
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Mr. Crean. We have gone through the market. Now we are ap- a 
proaching onto the doorstep of the retailer. Of course, we have lk 
cursed the retailers pretty bitterly at times, and other times they 1 
have probably cursed us. When anyone is handling a perishable com- 
modity, particularly such as tomatoes, it must be a nightmare to handle s 
in the store. And if you can visualize thousands of housewives com- 
ing through, each doing just what they should, picking out what looks ‘ 
the best, which they hope tastes the best—we all do the same thing— 
but after they get rolled around by a thousand hands they are not in 
very good shape. Sothere isa certain shrinkage. ; 
With lettuce it is a little tougher commodity, but I imagine that 


there is at least a 10-percent shrinkage on the lettuce from the time 
it leaves the shipping point until it goes through the retail process. 
Is that so? ? 

Mr. Fisuer. Yes, sir, approximately. 

Mr. Anruso. You mentioned 3 percent transportation tax. This 
committee will study that. Do you have any other suggestions that 
you think can be made from the time the lettuce leaves the farm 
until it reaches the consumer? Do you have any other suggestions? 

Mr. Crean. This all goes to reduce the cost of food to the con- 
sumers ; is that correct ? 

Mr. Anruso. Yes. 

Mr. Crean. Our freight rate has increased from 37 to 39 percent 
in the past 10 years, and the consumers and the producers are paying 
for it. No one else pays for it. The ICC has been very liberal when 
it comes to handing out these increases in freight rates. I imagine 
that the carriers have their problems, such as increased labor and 
material costs, like the rest of us. 

It seems odd to me that at the same time they were raising the 
freights on perishables they were reducing it on other items, where 
trucks were giving competition. 

I understand that they have filed before the Commission for cer- 
tain increases. I think they requested another one in just recent 
months, at the same time reducing the rates on other commodities. 
That might bear looking into because as you can see that is a tre- 
mendous item in the cost of foodstuffs. 

Mr. Anruso. Another question: Do you think that anything can 
be done as far as the farmers are concerned with respect to better 
bargaining facilities? Do you feel as though you farmers are in a 
position to bargain and get an adequate price for your product, or 
are you more or less at the mercy of buyers? 

Mr. Crean. Frankly, we are more or less at the mercy of ourselves 
and the weather. 

Mr. Fisuer. That is right. 

Mr. Crean. We are dealing with perishables. It is a little different 
with other things. I grow about 500 acres of small white beans, com- 
monly referred to as the navy bean, I believe. That is a little different. 
We can pack those and put them in the warehouse. And when the 
buyer comes along, if he offers us 7 cents and we find it costs 6.2 to 
produce them, we will not sell. We can survive. ‘They will just rest 
in the warehouse. So pretty soon we find out that we have reached 
a point where we are satisfied with the offer and we take it. 

Sometimes we ride it up and then we ride it down. In perishables 
it is different. In the Salinas Valley, a normal spring crop is, prob- 
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ably 30,000 or 35,000 acres. At times 35,000 acres has produced less 
lettuce than another year when there was 18,000 or 19,000 acres. That 
is because of the vagaries of the weather. 

Mr. Anrvuso. Speaking about the weather, we do have a law which 
says that you can sort of average up your losses over a period of years. 
I have had farmers in upper New York State speak about some kind of 
equalization of tax with respect to what you make in a year. 

Some years you make something and other years you may not make 
anything. ‘The year you make you pay income tax and then the next 
year when you do not make anything, there is equalization or adjust- 
ment made. 

Do you have anything to say about that ? 

Mr. Crean. Carry back and carry forward. Of course, if you can 
abolish income taxes, that will help. [Laughter. | 

I am not an authority on taxes to the point where I can offer any 
suggestions on that. It would be nice if in those years when we on the 
west coast—and this would apply to producers in the Carolinas and 
Texas and every place else, where through misfortune in some part of 
the country, like this summer was a wonderful example, you had evi- 
dently a horrible, miserable, uncomfortably hot summer back here 
because we felt it clear out in California. 

Mr. Cootry. We blame the Republicans for a lot of things, and 
some people think that we blame them for bad weather but we do not 
actually, but the fact is we never had so much bad weather until we 
got the Republicans in Washington. [Laughter. 

Mr. Crean. There were a couple of real hot years back here, Con- 
gressman, we remember them very well, back in the late forties, be- 
cause our market always goes up when you have those high tempera- 
tures. However, when you are in that position I imagine that Jersey 
growers and growers in northern New York along about, I think it is, 
Orange and Fulton, that is what we watch, they must have taken some 
tremendous losses this year. We gained by that because we have had 
the rare pleasure of taking some pretty high profits for 5 or 6 weeks. 
But the previous 2 months we operated for nothing but a loss, every 
minute, just a complete loss. So we do not quite know where we 
stand until we die. It is that kind of a business. 

Mr. Anruso. We are dealing here with food products which are 
not processed; nothing has been done to them whatsoever from the 
time they leave the farm until they reach the consumer. Do you feel 
that there are some unnecessary steps which those food products take 
from the time they leave the farmer until they reach the consumer, 
which might be eliminated ? 

Mr. Cootry. May I interrupt? I agree with your statement that 
these foods are not processed. I think that the American housewife 
is receiving today far better packaged products than ever before in 
history. Isn’t that true? 

Mr. Crean. Are you speaking of processed foods ? 

Mr. Coorry. I mean right here, for instance, see those apples right 
there in a neat cellophane bag ? 

Mr. Crean. You mean a better product ? 

Mr. Cootry. Yes; better grading, classifying, and so forth. 

Mr. Crean. Grading, I know, in California, is tighter almost every 
vear. And I will say that we are putting up a better product now 
than we did 20 years ago. 
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Mr. Cootny. Of course, you are. It is cleaner, more sanitary, it is 
iced and shipped under refrigeration. 

Mr. Crean. Yes. 

Mr. Cootey. And protected in every way possible, as shippers and 
the merchants do, because it prevents deterioration and spoilage. I 
do not know whether the ordinary housewife realizes just what does 
go into the processing and delivery of the things that you buy from 
the farm. 

For example, a bushel of potatoes right out of the earth, with dirt 
on them, and not graded, of course, you could expect to buy them 
much cheaper, but when you find them in this style of package it adds 
to the costs, and the consumer has to pay it. 

Mr. Crean. I do think it is good for the consumer. I think it 
reduces the cost to them. Sometimes the consumers only look at it from 
one angle. Carrots—I think carrots are cheaper today because we do 
not have to pay freight on the tops when they come in cellophane bags 
but I do not think they have the same eating qualities as the carrots 
that have the tops. 

I say 99 percent of all of them shipped today are in cellophane bags 
without the tops. It gives the consumer a lower price, and reduces 
the eating quality of the product. 

Mr. Anrvso. To answer my question, Do you feel there are any steps 
that can be eliminated ? 

Mr. Crean. Well, yes; take right in this part of the country, after 
the car arrives in the city of New York it costs too much to.get it into 
the hands of the retailer. 

Mr. Coorry. Yes. 

Mr. Crean. I do not know the various steps it goes through. I will 
say this: There must be a receiver—someone must receive the carload— 
that is a necessary step. I think we pay—we used to pay before the 
war, and I mean the Second World War, 7 percent to some of the 
commission merchants in New York City—most of them were 8 per- 
cent. Now the charge is 9 and 10 percent. 

We do not particularly complain against paying a good commission 
if the man produces a good job of selling. 

I would like to give you an example. It does not exist any more, 
but this was a racket. When we shipped lettuce in wooden containers, 
it was a crate lined with waxpaper, a layer of ice and lettuce and 
so forth. Then a blotter was put over it all; then it was lidded, and 
then it went into the car, and the freight cars only loaded, say, three- 
quarters from the roof to the ceiling. Then it was blown with crushed 
ice. We used to put in 80 to 90 300-pound blocks; that is 24,000 to 
27,000 pounds of what we call top.ice. It is all pulverized and blown 
over the top inside of the car. Then in the bunkers of the car there 
were from 5 to 51% tons of block ice placed by the railroads—part of the 
refrigeration cost. They call that initial icing. 

These cars used to come into New York and someone invented the 
idea that they would get another drop of blood out of us. “We will 
charge $5 a car for ice removal,” and that meant that someone went 
down and opened the doors, supposedly, and scraped the ice out of 
the doorway. In the doorway it could only be that thick, because 
the load comes within 6 inches from the door, the inside of it. Well. 
that was nothing but a racket. 





FOOD MARKETING COSTS 27 


But the receivers and the people in New York seemed to be afraid 
of these people that were making this charge. I believe what hap- 
pened is that someone called the 1 railroad clerk and said “How many 
cars have you coming in? If you know what the numbers are”— 
it might be from 12 to 4: 2—they would just send him the bill at $5 a 

var. We paid that in most cases because all charges on a consigned 
‘ar are deducted from the gross sales, and we get wh: at is left. 

Mr. Cooter. Five dollars for opening the door ? 

Mr. Crean. Yes, but they never even opened the door. That is over 
now because we beat them. We revolutionized our industry. Weelim- 
inated the crates and the ice and the paper. We went to cartons. 

Someday they may come around and say it is $5 just to open the 
door. 

Mrs. Knutson. Mr. Crean, what would you think of this—nothing 
has been said about it as yet—but if you should bring your goods to 
market and sell them for what you could possibly get, but have a guar- 
anteed return—what do you say about that 

Mr. Crean. Who is going to make the guaranty ? 

Mrs. Knutson. Well, to have a euaranty we would have to have 
something; we would set it up, set the pattern, and you would have a 
guaranty of a return. 

Mr. Crean. You mean a Government guaranty ¢ 

Mrs. Knurson. Yes. 

Mr. Crean. I will tell you that it sounds good at first. hand, but I 
would not care to see it because if they guaranteed me they would 
have to guarantee everyone else who wanted to produce lettuce or 
beans or celery, and pretty soon I can see that every commodity would 
be like what they have so much of now, where the warehouses are 
bulging with wheat or corn or cotton or peanuts. 

Now, I would much rather see modern methods of handling and 
modern markets, because these guaranties that we would receive, I 
am afraid, these consumers are going to have to pay for them. 

Mrs. Knutson. They always pay one way or the other. 

Mr. Crean. But they would have no choice. If the lady didn’t want 
to pay for that cantaloup over there it would be her choice. But if we 
were subsidized to produce that, even though she didn’t eat it, she 
would still have to pay for that—her share of it. 

Mrs. Knutson. On the distribution the consumer would share the 
cost. 

Mr. Crean. Has it worked that way on the commodities that we 
might say have a guaranty? We have a payment on sugar beets. I 
cdo not grow them any more. You cannot break even over a 10-year 
period. You have certain restrictions on sugar beets. I do not think 
that the producers broke even. 

I do not know how the consumer has fared, but certainly, the 
producer has not broken even on sugar Bh ets. 

Mr. Cootry. Where ? 

Mr. Crean. On the west coast. 

Mr. Cootry. Has not broken even ? 

Mr. Crean. I donot think so. 

Mr. Cooiry. Gracious, man, we guaranteed the price. There is no 
commodity in America that is more regimented and more controlled 
than sugar. 
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Mr. Crean. That is very true, very true. 

Mr. Cootry. Sugar-beet producers could not stay in business 1 year 
without the sugar program that we now have in operation. 

Mr. Crean. There are many people in California that are stopping 
growing them because they cannot break even with that program. 

I do not understand this—it is something between the United States 
and Cuba because they are large sugar producers. We consume more 
sugar and production went up, but the beet-sugar industry, the do- 
mestic industry, did not get it till 4 or 5 years ago. 

Mr. Cootry. They got it last year. 

Mr. Crean. They got it last year, that is the first time; but in the 
meantime they suffered so badly that many of the sugar-beet growers 
just stopped raising them. 

Mr. oven. They went into other things when it was more profit- 
able to produce other crops than sugar beets. Now they are getting 
back to sugar beets, and they want to increase the quota. 

Mr. Crean. So far as my area of California, I cannot speak for any 
place else, so far as that is concerned, if you will have the Department 
of Agriculture check the acreage you will find there has been a 
shrinkage. 

Mr. Cootry. Probably due to the discontinuation of the crop, be- 
cause the sugar program has operated more successfully than any 
other major program we have in operation. 

Mr. Crean. It may be that the producers are better off with the 
program because they are still hanging on and without it maybe 
they would be long gone—that I do not know. 

Mr. Cootry. They would have been long gone. You do not need to 
worry about the sugar-beet people. 

Mrs. Knutson. My sugar-beet growers are very happy about the 
program. The only thing I am concerned about is getting the rest 
of the farmers in on a similar program so they could all make some 
money. 

Mr. Cooter. I think you made a very fine witness and I appreciate 
very much your being here. I am sure my colleagues appreciate your 
presence. You do agree that we have in America a great distribution 
system, do you not, probably the best in the world ? 

Mr. Crean. Yes, I will agree with that. 

Mr. Cootxzy. It is too expensive and something should be done to 
improve the efficiency of our operation. You put your hand on it 
when you pointed out and emphasized the difficulties which you en- 
counter as a shipper in getting your produce into the large general 
markets. 

Mr. Crean. Yes. 

Mr. Cooter. That is where it is. 

Mr. Crean. For example, I can put a car of lettuce—answering 
your question—in Columbus, Ohio, and they can sell it for $4 and I 
get more back than if it comes into New York and they sell it for 
$4.60 or $4.75. The reason is that in Columbus, No. 1, there is no 
cartage. Straight 10 percent commission and no cartage. No other 
charges, no inspections. Everybody has to put in an inspection, this 
Government inspection and other private inspection, it all adds up. 

Columbus is comparatively a small market. There is no reason 
why metropolitan New York could not be as modern as Columbus, 
Ohio. 
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Mr. Cooter. I agree with you. We have a modern market in 
Raleigh, N. C., very small but very efficiently operated. If all of the 
merchants in this area could visit this market in Raleigh and see 
how well it operates, they would want to do something to improve the 
situation here in New York, because a truck can go in there and un- 
load at a very lowcost. Everything operates efficiently. 

Notice what these big chainstores are doing. They are building 
their distribution markets near a railroad, so they are close to rail- 
road and truck transportation. We have one right outside of 
Raleigh. It is being carried out all over the country. 

Here is a market, and nobody is doing anything about it, that is 
vital to all the rest of the people. 

Mr. Crean. They have been talking about it for over 20 years. 

Mr. Cooter. We want to do something about it. We cannot do it 
unless we have the support of the people who are in it. The owners 
of these buildings down on the Washington Street Market are dis- 
turbed that “you are going to take that away from me.” 

That property is too valuable to be used as a market place as it is. 
It could be used for some other purpose, I think, more profitably 
than it is being used now. 

Mr. Crean. There are a good many examples. Indianapolis Ind., 
is one. They were close to town in a broken down neighborhood, 
broken down buildings and they moved from that location farther 
out of town into a modern terminal and they can handle things now 
quicker, cheaper, more efficiently and more satisfactorily to every- 
body. 

Mr. Cooter. They have storage and other facilities. 

Mr. Crean. That is correct. 

Mr. Anruso. May I say this, that our information received last 
night is that those in the market who are responsible for 85 per- 
cent of the tonnages are willing to move into a terminal market. 

Mr. Fisuer. That is one side of it—the produce side. The fruit 
side did not want to. Millions of dollars have been invested. They 
can’t see farther than the tree. I often wonder what they are doing 
in the business. We waste more money in the distribution and han- 
dling and time and labor, that a 2-year-old would not do. It is 
so antiquated. It is a disgrace. 

You go to another market, a modern market, it is handy. It will 
bring the cost down to the consumer. There is so much involved in 
there that it is pretty hard to stay on the right side of the ledger so 
far as making a profit is concerned. So far as bringing the product 
to the consumer at the lowest price, that is the general idea, but we just 
cannot do it. We must eliminate that unnecessary handling cost that 
is tacked on right all the way down. We in turn must tack it on the 
consumer as low as possible because we want to sell the merchandise. 
He just cannot rub it out. 

Mr. Anruso. May I say that the city administration here has 
submitted a statement, as you well know, to the committee approv- 
ing of your marketing bill, and [ think they are making every effort 
to get that situation changed. 

This committee will certainly strive to cooperate with the city of 
New York. 


97926—57——_3 
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Mr. Cooter. I would like to point out that Mr. Grant of Alabama 
is chairman of a regular standing subcommittee of our committee, 
and he has conducted hearin gs in ¢ different parts of the country. He 
has found just what you pointed out here, that wherever you have 
an efficiently operated marketing facility’ it is in the interest of 
everybody, the producer and the consumer and all persons con- 
cerned. 

If you could improve the small markets still you have not made 
real progress. You have to improve the large, metropolitan markets. 

Mr. Fisner. You made a remark that was true years ago. Years 
ago when we didn’t have these modern markets in outlying cities. 
If this market in New York City had the proper distribution center 
we would still be in the 20-percent bracket. 

Mr. Anruso. That is a very good point. Thank you very mucli. 

Mr. McIntire. Let me ask one question. Over the past 4 or 5 
years what has been the increase in your cost of production at the 
farm level? Do you have any figures that you could make available 
to the committee ? 

Mr. Crean. I can go back 10 years. We have to have specially 
built trucks for all of our commodities out in the field so that we keep 
the tread in the row and not in the bed. We used to pay $6,250 
for these trucks in 1947. The same truck, 1957, that was last spring, 
the last time I priced them—I was thinking about buying a couple— 
and I got the price quoted and I felt I would go along without them, 
$11,500. Gasoline cost 20.7 cents per gallon in 1947, 28.6 cents 
per gallon in 1957. 

We use the c ‘awler-type caterpillar diesel-burning tractor out there, 
D-6 and D-7, big heavy equipment. We paid 11.2 cents in 1947 for 
diesel fuel, in 1957 we paid 15.7 cents. 

Mr. Mcinrire. How has the cost of farm labor in your area been / 
Have you had an adequate supply 4 

Mr. Crean. We haven’t had an adequate supply. That is true of 
all of California, They are always short of labor in the peak season. 

I think that is true in the rest of the producing sections. Labor 
as a whole from 1947 to 1957 has increased 38.2 percent. 

Mr. McIntme. Have you been able to cover that cost by increased 
efficiency ? 

Mr. Crean. We would be out of business if we had not revolution- 
ized our business the past 5 years. 

We packed our stuff in crates, but we saw ourselves advancing to 
become a vanishing race of people. 

The vacuum process of cooling lettuce came along. Those who are 
not familiar with that, I have already recited how we origially packed 
in the crate. The carton is so long, and so wide, and so deep. We 
put 3 heads this way and 4 heads that way—heads about that size. 

Incidentally, those heads were much larger when they left Califor- 
nia. I am sure they are California heads. Two layers of those. 

First, the container. We paid roughly 70 cents for the container 
and the lid. We had wax-lined sae in there that cost—I am mak- 
ing this from memory—around 7 cents per crate. Then we had 
pads, they cost about 2 cents apien e. That was to put over the lettuce 
to keep the ice off so it would not burn the lettuce. Anyway, we elim- 
inated that kind of material. ' 








FOOD MARKETING COSTS 31 


Then we substituted 2 cartons that cost us 28 cents, that is 56 cents 
versus possibly 70 to 95 cents. 

We took a step forward. That was not enough. We used to har- 
vest the produce and load it in big baskets and haul it into the pack- 
ing house and crate it there. We » took the pac kinghouse to the field, 
so to speak. In doing so we eliminated one haul, and we actually elim- 
inated certain steps. 

For example, we trim the stuff right in the field. We package it. 
We eliminated ice-car loaders and label boys because these cartons 
were printed. 

We saved approximately 50 cents a crate. That varies now. Maybe 
from 35 to 50 cents depending on the season and the operation and 
everything, which would make that—we are putting up units of 24 
heads now from 15 to 25 cents cheaper, lower cost to us, than we did 
5 years ago. 

‘Mr. Anruso. Thank you very much, Mr. Crean. We are certainly 
very grateful to you for coming here all the way from California. 

Mr. Crean. May I say before I leave if it had not been hot in the 
East this summer and so forth, if they had not been playing the World 
Series in Milwaukee and New York I probably would not have been 
able to make it. [Laughter. | 

Mr. Anruso. Mr. Clark has been kind enough to come from Milton, 
N. Y., and he is an apple grower. I think that Mr. McIntire would 
like to ask you some questions. 


STATEMENT OF JAMES R. CLARK, MILTON, N. Y. 


Mr. McIntire. Do I understand correctly that Milton, N. Y., is up 
the Hudson Valley ? 

Mr. CxarKk. That is right. 

Mr. MoIntire. How large a grower are you? 

Mr. CiarkK. We grew about 40, 000 boxes of apples this year. 

Mr. McIntire. You have your own cold storage ? 

Mr. Crark. I do. 

Mr. McIntire. Do you do your own packing ? 

Mr. Crark. Yes. 

Mr. McIntire. What are your usual market outlets, on a farm- 
sale basis or do you sell on a delivered basis? 

Mr. CrarK. Principally f. 0. b., at farm. We are in the center of a 
large apple-producing district. Ulster County in which I live is the 
second largest in this State and 3 million boxes is the production. It 
is a big cold-storage center and there are a number of wholesale 
brokers and other operators in the wholesale field who maintain their 
points of business right in our district, and we do principally a direct 

sale at the packing house system of merchandising. 

Mr. McIntire. They are sold mostly in truck form 

Mr. CuarKk. Yes. 

Mr. McIntime. Do you do any processing? 

Mr. Ciark. We do not do any processing. We sell relatively a 
smal] amount for processing, but principally direct. 

Mr. McIntire. Do you pack for Government inspection or do you 
have your own brand specification ? 

Mr. Crark. We pack according to Government specifications. The 
only time that actual inspection formally takes place is for export 
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shipments which require a certificate. Our local traders and our sales 
that are distributed in the area in which we sell normally are not 
inspected, at least, not for every shipment. 

Mr. McIntire. You pack your own brand ? 

Mr. Crark. We pack under our own firm name. I do not actually 
have a brand. 

Mr. McIntire. What has been some of the factors of increased cost 
to you as a producer over the past 2 or 3 years? In order to get a 
better package are you grading more tightly in order to get a better 
package on the market ? 

Mr. Cuark. Possibly so. I think, though, we have graded according 
to the same grade specification for quite a number of years. The other 
factors that are involved in grading is that the market requirements are 
becoming, aside from the actual grades themselves, more strict. We 
find that there is an increasing greater differential between the best and 
poorest grades and the more desirable sizes and poorer sizes. 

Mr. McIntire. Your principal competitive area is in the New York 
market. Who are you competing with when you go into New York 
for sale ? 

Mr. CuarK. We are our own worst competitors. I think that is the 
first thing. We all recognize that in our area. 

The principal producing section in the Pacific Northwest is far 
enough from us, so that we can compete with them by virtue of the 
freight differential very handily. 

The Appalachian section in the Shenandoah Valley and the Penn- 
sylvania district are somewhat nearer, but do not produce the many 
varieties that are acceptable to our local and New England markets. 

Our biggest competitors in our area are, for instance, the New Jersey 
and eastern New York sections, all of whom are the growers who 
depend upon the market levels of this metropolitan area for their 
general market level. 

Mr. McIntire. Could you advise the committee from your experi- 
ence what some of the cost factors are between the price you receive 
and the price that the ladies have paid for New York apples? 

Mr. CuarK. I was rather impressed with Mr. Crean’s testimony as 
to the commodity produced as far from the consumer as his, and as 
different as lettuce from apples. Nevertheless, his proportions are 
not far from what we find. We find that the cost of production up to 
the time the fruit is picked is about 50 percent of the total cost of pro- 
duction at the point of sale, which would be my packinghouse. 

The other 50 percent is accrued after the ladder is put in the tree 
and the picker starts to pick the fruit. The cost of labor for the whole 
operation is about 50 percent of the total production cost. 

Mr. McIntire. When you mention that your cost of labor for the 
whole operation is about 50 percent of the total cost, you mean up to 
the point when it is ready to leave your farm ? 

Mr. Crark. Correct. I am talking about the f. 0. b. price before it 
moves. The cost of the delivery from our farm to a metropolitan 
consumer, obviously, is not as high as it is from the west coast, but it 
isa fairly substantial amount. 

For example, a box of apples that might have sold last night in this 
market for $3 on a consigned basis would net back to me $2.35 or $2.40. 
That box of apples only had to travel about 70 miles. It was placed on 
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a truck that picked it up at my packinghouse and delivered it to the 
receiver here directly. There is no transfer involved. 

Mr. McIntme. Do you not have the lighterage and all of that? 

Mr. Crark. No. We have the direct delivery from our area into 
the New York markets. That is true in Manhattan, in the lower 
district here. A good deal of our fruit goes to the box terminal market. 
Some of it goes to merchant truckmen who buy pickup with their own 
trucks and deliver from those trucks directly to their stores who are 
their customers. 

Mr. McIntire. What proportion of your fruit in your area would 
be sold in that manner, more or less direct; in other words, to the pur- 
chaser at the farm level performing the same function as the receiver 
and jobber does in the market—what proportion of your fruit went 
that way ? 

Mr. Crark. My guess is that two-thirds of our fruit is sold that 
way. That is only a guess, I can’t say for certain, but I am quite sure. 
There is a lot of fruit ina large crop year that goes out of the State. 
Most of that goes through two hands, a broker and a final receiver. 

In this ease I would say a very large proportion of the fruit, of the 
apples sold in this metropolitan area are by that rather direct sale, 

Mr. McIntire. Are you packing in a shipping box or do you pack 
in celloph: ane consumer-size packages the same as this? 

Mr. Cuark. We pack ours only in a wooden applebox or a cardboard 
carton. 

Mr. McIntire. What has been the increase in producing good 
apples in the last 5 years—how much have your costs increased, gener- 
ally speaking? 

Mr. Cuark. Probably in the vicinity of 20 percent. That is a guess 
because I haven’t made a detailed comparison. I would say that our 
costs have gone up at least 25 to 30 percent. And since 1940, before 
the war, our costs have doubled in actual dollars. 

Mr. McInirme. That is all. 

Mr. Anruso. Thank you very much. If there are no other ques- 
tions, I would like to ask one question before we recess at 12:30 

We are grateful to you for coming from upstate to be here. 

Mr. Criark. Thank you. 

Mr. Anruso. I would like to ask you a question, Dr. Campbell. 

Dr. Campsetu. I will be glad to answer. 

Mr. Anruso. The testimony thus far has shown there is a wide 
variation in New York City retail stores in the prices of virtually 
identical commodities. 

Is this variation possible because there is so little food advertising in 
New York papers? There is a lot, I know, in Washington, D. C. 

Would it help if there was some agency—city, State, or Federal, or 
even a consumer group—which made a di aily survey of retail prices and 
published them in the papers for the guidance of housewives? 

Dr. Campseit. May I say that for many years, in the early morning, 
information has been given on wholesale prices of certain products 
over the radio. 

Mr. Anruso. Over the radio? 

Dr. Camppety. I don’t know how many people hear that. 

Mr. Anruso. Was this wholesale? 
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Dr. Camppety. They go in and pick up the wholesale prices and 
they give the wholesale prices—merely an indication. 

Mr. Anruso. What about retail? 

Dr. Campsett. In the retail stores. 

Mrs. Pryor. These are retail prices in this list. 

Dr. Campsett. This is the Daily Guide. 

Mr. Anruso. The Daily Guide? 

Mrs. Pryor. This is the Daily Guide. 

Mr. Anruso. This is a Daily Guide put out by the Department of 
Markets of the City of New York, Bureau of Consumers’ Service. 
Is this published in any newspapers 4 

Mrs. Perstncer. Some of the columns use it. A number of the 
newspapers have food columns. You can always find out if you 
wanted to what is a food buy for that day. 

Mr. Anruso. Do you think more of this should be done? Do you 
think that this should be done in a form of an attractive ad in the 
newspapers ? 

Mrs. Pryor. Yes. 

Mr. Anruso. We will take this for the record if you don’t mind. 

(The statement referred to is as follows:) 


{From Department of Markets, City * New york, Bureau of Consumers’ Service and 
esearce 


WEEKLY RETAIL PRICE REPORT, NEw YorxK CIty 
FOR WEEK ENDED OCTOBER 3, 1957 


Meat: Two popular beef cuts are lower in cost this week: Porterhouse and 
round steak are both 6 cents a pound lower than the previous week. Lower 
prices are also noted on sliced bacon. All other cuts are unchanged in most 
shops. 

Poultry: All poultry prices remain at the general levels of a week ago. 

Butter: Butter production is keeping pace with demand and prices continue 
at the advanced levels of 2 weeks ago. 

Milk: Milk advanced one-half cent per quart during the week. Current prices 
are at record high—2 cents a quart higher than in October 1956. 

Eggs: Large and medium grade A eggs advanced 2 cents a dozen, partly 
reflecting higher wholesale costs. 

Fish: Yellow pike dropped sharply—30 cents a pound, whitefish and carp are 
also lower in cost as an aftermath of the heavy holiday demand for fresh-water 
fish last week. 

In the salt-water category, scallops and shrimp show a downtrend while 
Boston mackerel registered a rise of 4 cents a pound. 

Fruits and vegetables: Snap beans, cucumbers, eggplant, escarole, radishes, 
squash, and tomatoes show advances of 2 to 4 cents per unit of sale. On the 
other hand cauliflower and white and red cabbage are lower in cost. 

In the fruit listings, advances are indicated on cantaloupes, table pears, 
and plums. 

For good buys, listen to the department of markets’ food guide program over 
station WNYC at 8:45 every morning from Monday through Friday and at 
guest time at 8: 40 every Tuesday morning over station WNYC. 
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DAIRY 
Butter, print___- sidhcictilctiiaiiata cits abetieuaae. bidecndieaaceaee 
Milk (approved) bottle. Sault stttlthu mamectgt en vies tk Gare il oc chad oma 
Milk (homogenized) container. _- alecaeads icc pace aiaiiasal do-_- 
Margarine....---.-...- Seana aes bance ...-pound 
Cheese: 

Cheddar (mild) -- ae aontnaan om concie do... 

Cheddar (sharp). Shee : : a es 

American (loaf)_ ‘ odes akan do-- 
Eggs: 

Large, grade A___- Lp doaaek eae the pei dozen 

Medium, grade A. ates J Ss eetiees sods . ...do 


DRESSED POULTRY 


Broilers and fryers -- what P Nat asdentaaereces 
Roasters. - -. aod a : ° do 
Fowl... a i do 
Turkeys: 
Small 10 to 18 pounds_-_____.-- eaees do 
Large. sb Sepstdeeayrelied ‘ sfessittnia eerie ..do 
2 ee ‘i Ss cc a Evans eee 
OVEN-READY POULTRY 
Chickens: 
Under 3 pounds.._---- ; = .-do 
3 pounds and up ‘ ‘ .do 
cal ae acd ; Dates do 
Turkeys: 
Under 16 pounds... wad See do 
Over 18 pounds... ; ; ‘ ; do 
MEAT 
Beef: 
Porterhouse steak-_.-_- . eee lo 
Sirloin steak... ne ; > do 
Chuck steak. ; do 
Round steak z ‘ ‘ do 
Rib roast (7-inch)-_.--- . do 
Boneless chuck. : = ae do 
Chopped beef (regular) ___- : Ee Sateen 
Smoked tongue a ets do 
Liver... ad aiedebe ae do_.- 
Frankfurters irae = ins bea 
Veal: 
Loin chops.-_-.--- . Eareatee do 
Cutlets ; do 
Shoulder roast (bone in) do 
Leg and rump-. : do 
Liver (calf’s) ..-. ss ca eC ceole : 10.. 
Lamb: 
Loin chops-- . ‘ ‘ = - do-. 
Shoulder chops : meets do 
Leg. do 
Shoulder (cross-cut) __ pe eae do 
Breast and shank... -- : a ; <0. . 
Pork: 
Loin roast _ _. . jan lo 
Loin chops... anneal 
Smoked hams: 
Regular ‘ : do 
Read y-to-eat_ ‘ . do 
Smoked calis_- e ve lo 
Sliced bacon. -. : ; hea aaa do-.- 
Kosher-killed poultry: 
Pullets oul A wae ; oe do 
Yearlings.- - ‘ ‘ = a ee do 
Caponettes t do 
Kosher beef: 
Rib steak (7 inch) -._.-- : acide sia do 
Chuck roast: 
TS ee : = cae do... 
Boneless... : : a 5 do 
ea ea, atints asiitataciian RG RON AS eee do 
Kosher veal: 
Shoulder (boneless) . - 4 E ek ide do_. 
Rib chops. -_- 4 piktean 3 6 ee oa pane 
Breast... .. Tdasd ps Bed Sento egt aa acento 
Liver (calf’s)........-.-.. ‘ ae ates 1o.. 
Kosher lamb: 
Rib chops. ska aaa Sia akide eae do.. 
Shoulder chops __. ‘ sitataleiieeiotaicekamii nt do 
Breast and shank. . ; Simla oh atiaelet shauntirs ovoid es 
Neck ihn eddies tay fe ple ow haahinirati Obie dead acl -do-.. 


Most general 
price 


35 


Price range 


$0.71 -$0.79 
2446- .26 
25 - .27 
-20 - .4i 
.49 - .69 
.638 - .89 
.49 - .7 
.67 - .79 
45 — .665 
29 = .45 
39 = 53 
2 - .39 
39 - .49 
35 - .51 
35 - .45 
23s > 55 
49 - 59 
.47 - .59 
45.- .59 
39 - .49 
.79 -— 1.45 
.69 - 1,29 
43 -— .65 
85 - 1.19 
57 -— .85 
55 = SY 
32 - 59 
47 - .59 
29 = .69 
45 - .73 
8 - 1.19 
110 -— 1.69 
39 - .55 
19 - 8&9 
95 - 1.69 
1.09 -— 1.49 
75 - .9 
59 - .79 
.39 - .53 
19 - 29 
.49 - .75 
79 - 1.05 
49 =— .65 
49 - 75 
35 - .49 
65 -1.18 
55 - 70 
39 - .55 
.55 - .69 
95 - 1.40 
69 - .89 
95 - 1.20 
89 - 1.20 
79 - 1.40 
69 - 1.40 
35 —- .49 
1.59 - 1,90 
-90 - 1.40 
79 - 1.20 
15 - .2 
-15 - .33 
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Commodity | Most general | Price range 
price | 
; - : rept acc 
FRESH VEGETABLES 
GR ERNE ooo ckigtet oa cet ncns-s= aie Amt ep ene ae $0.23 | $0.13 -$0. 29 
I et Rea SOE ch cede cach dosaaphtennaadesusivesiueds baby bunch. | 12%) .07 - .15 
Broccoli : pound.__| mT Vere 
Cabbage (white). elke awe @6:<;. AT b> See 
a a a Nin Cie nee ienionl cello__| 101. ie = Se 
CP cdst- 64h eikocactivbcanctbsateg Sa Beat Bees cenetcae head a) see st 35 
as eerie ene dt caunadp eee tenses dpednaseekcaceceeeel <r ig’ a 
ee dd ae pena c tone aie ndeeaan .07%| .05 - .10 
ee is Es rahi Sodas pbibtmen pound-._| 16 )] .10 - . 
iterate ine tihigianskek bed ee > andes do 15 -08 - .19 
Pty. cbiasubkhudduletigtutedscthancthousiewenuskoonwoban do O° 3. ern a 
Lettuce (iceberg) cid hs dace dia icnenchdranagin ches eepl banked Niinnie ate head _- an ae = cae 
Ne ened ieee eh olan eglon cw anin nisin on entins - 0644) .0344- .10 
TG vdthiens 14 delta dddetenneosee eee Sane aes cee ee eye 25 19 = .@ 
ad cts cine tneheien oan Gash botihitan sig et SAA ieee noo 15 -0944- .19 
I iietlinednnashdvidnankim en eee Nba eeebbadesceawieee 5 pounds -| - 25 19 - .29 
ES SES ee ewe se ails debe eat ips ie hci rasith coca cbt aa pound ek «he = ‘eae 
WEEE kb accubetosoccas ee eat eaaniiireee nee Canoes: —ir wae = oO 
FRUITS | | 
Cooking apples_._... ete ALE Ea, ., kia giesaddiies » nehicssub: aicetemaie Se .10 -06%4- .14446 
I cco aaaenhil ..-do .14% .07 - .19 
Western table a, eee ple ia le Le gee Ee! ; 17 = .25 
I ce ta a enc enwenscacauncecacat PT a =. 
Cantaloupes Sg rae a oa Se nee ee aie ee ae 15 .12 - .19 
Ca 5 oo eb aonte.0k Brae ean tek en ee 1b OR = 3B 
Nt ll oe ea eaeeebeetewoaneustws 2B i .ww=- .@ 
RNG WEE ns. tonacn wos hicdwewnccudacenee pee Peace | 174! .08 - .23 
a. came ee Sc ace euar aaa osanraa ee. my sae ae 
California RON a nk. aac iat ci i a eat i _.5 pounds ai .80 | .69 - .95 
Peaches. pins cckcnKomenuxdees  ncnilioniashKaeten tee eaaer |} .17¥%- .35 
Pears, sR fae cnet .19 -1449- .25 
Plums____ Ser eee eae : ase a | | aT .0 - 2 
Sumi... os. SLY ieee cc ....pint : ; 36 - 55 
nd hiiens acenateskn inno oneeesacmebaenrcs pound S | .05 - .10 
FISH | 
a ge - en i nN 45 | .385 - .8 
One cnn wnmine a ; : eco . 50 .45 - .65 
Flounders: | | 
I Ss ol Se a A ck ee ark oeeg aeRO 4 .40 | .95 - .55 
Seles sodiariatarertieesuiah soncninié ianese ee 7 Fe 9 oss a 85 | .66 - .% 
Haddock: | 
meres = ee 2k ee BS cross ee ee .35 | .30 - .45 
bate 6 Disgaea +ieesnksaet scence ; oir do-_. 59 | .49 - .70 
Halibut steak. ..........-- peerie eens : do_- .89 | .65 - 1.10 
Boston mackerel... -_------ at face g do... .49 .29 - .59 
Porgies_..- é ; do . 30 25 - .40 
a cuenen : ais do singh -79 - 1,25 
Whiting~__- 7 sau c 7 ; do 25 20 - .35 
Chicken carp steak_....______- mes sa er oars _..do .55 | .40 - .60 
es 5 he ost wemnc Sen - : ee do . 65 .45 - .85 
Whitefish. _- . eS ee a ee ee ES 2 ee es Os .80 = 1.25 
ee Lc cnndenearer eis a dozen . 60 49 - .75 
Re ee Co teen dhe dctcnuebdak pound __| .85 | .69 - .98 
i a amine ees i oe oe ees iscceaz | ,65 - 1.40 
I tasitl atid icanndld tena esthieiainninnincaibie ei cain bite tient ae eee ciate lL: 90 = 2.00 


All prices are based on good ¢ uality products. 
j 
Mrs. FRANCES FOLEY GANNON, Director. 


Mr. Anruso, The request has been made by the distinguished gen- 
tleman from Maine whether you ladies would join us this afternoon. 
Mr. McInrime. I am from the farm area so I am interested from a 
producer standpoint. From a consumer standpoint, generally would 
their observation be that the quality of this produce is not satisfactory 
in relation to the price they have to pay for it, or that it is the price 
and not the quality which they may feel is out of line? 

Mrs. Persrncer. It depends. Sometimes it is one and sometimes it 
is the other. I really had to shop around to find a decent head of cab- 
bage, for example, because it looked pretty bad. 

I went to several stores just to see what the situation was. Some- 
times your lettuce is awful and sometimes good. 
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Mrs. Werse.i. On the oranges I think we pay too much for the 
type of orange we are getting, 6 cents for the smal] a“ and 8 cents 
for the large ones. I think that is rather a high price. I do not know 
what the farmer is re: ally getting, but I do think it is h igh; and you 
get an odor from the skin of the oranges and it has to pass off after a 
day or two. They must use ¢ hemicals on them. 

Mr. McIntire. The average housewife, is she familiar with the 
quality of that product, or is it the eye appeal ? 

Mrs. Wersetu. The eye appeal. 

Mrs. Pryor. I think the average housewife is conscious of quality, 
and I think that if you would like a suggestion of something that you 
could do, we would like to be able to distribute pamphlets and litera- 
ture to the housewife that would make them alert as to the quality 
and prices. Ours is voluntary work. We cannot get out and do re- 
search and so forth. 

We, certainly, could reach a thousand people through circulars if 
we had this material available, and we do have an educational pro- 
gram and need such material. 

Mr. Anruso. Tht is why I asked you the question before. 

Mr. McInrine. With the ability of the housewives to buy today 
they can get 55 percent more food, I mean, she can buy 55 percent 
more from weekly earnings than in 1937. Will she pic k up a melon 
which I like to do, which has a desiceated spot in it caaal se it is nice 
and soft and ripe, or will she pick up the hard one because she thinks 
it is nice and firm ? 

Mrs. Werpe.u. I know she will not pick a hard one because she has 

to keep it a week or two in her home before she can use it. The mer- 
chant himself will advise her to do otherwise. 

Mr, Coo.ry. I should like to make one observation. I do not think 
anyone will deny that today, even when food prices are high, our 
wages will buy more and better food than ever before in all history. 
That indicates that wage scales or wages are apparently doing all 
right. 

Mrs. Werpeix. Not in all departments? 

Mr. Cootry. I know. This was a blanket statement that an hour 
of wages will buy more and better food today than ever before in 
history. That is beside the fact that we could tell you about statistics, 
but still that leaves us with the problem that the cost of living is in- 
creasing constantly and the spread between the producer and the 
consumer is becoming wider and greater as the months come and go. 

What I would like to say, Mr. Chairman, is that I hope we have 
more merchants here this afternoon. I trust Mr. Fisher will be back 
because I think it has been very fine having these ladies testify and 
give us the information that they have about their problems, for that 
is what we will try to do something about. 

Mr. Anruso. Thank you. 

Mrs. Pryor. Do you think it would be possible for a committee, such 
as yours, to work out a price chart so that the average housewife would 
be able to look at the chart and see what she should pay, for ex <p, 
for meat, what do you call it, a graduated scale, 10 cents up to ¢ 
dollar? So when she goes to the store to buy meat that is a Soller 
a pound, and buys three-quarters of a pound, could you work out such 
a scale to show how much she should pay for the three-quarte rs of a 
pound? ‘That is the problem of the housewife. They can’t figure and 
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the merchant gets a lot of them, gets the extra penny. She could then 
say “I ought to pay 80 cents for | that, three-quarters of a pound”—or 
whatever it might be. 

Mr. Anruso. I think you have made a very excellent suggestion but 
this is an educational body. However, we have administrative offi- 
cials here who I am sure have noted your question. 

I will ask our food friend, Mr. LeMay, who is quite an expert, and 
Dr. Wilcox to look into it. Thank you very much. 

Mr. McIntire. I ask unanimous consent to have inserted in the 
record at this point a table showing indexes of weekly earnings of 
workers in various categories. 

Mr. Anruso. Without objection that will be made a part of the 
record at this point. 

(The table referred to is as follows:) 


Indezves of weekly earnings of workers in manufacturing, retail food prices, and 
the farm value of foods in the market basket 
e-em 


| 
| | | Farm value 





Year | Weekly | Retail food | of food in 
|} earnings | prices the market 
| j basket 
a Sade ait eaceabos ater a eae ee 45 | 52 46 
bad tthe tae is coe dans edldaods ih Soa cha 94 96 101 
icin dials daidinataie sculauigltadiatint Sanat * . 151 |} 112 83 


nc nwvcndetansncobenatustereeinecia wenennenenn---=--| 156 | 116 | 85 


Note.—Amount of food which could be purchased with a week’s earnings in 1947 and 1957 as compared 
with 1937: 
ma sable henna al EERE ES ae —_____— T128 

At retail | At the farm 


Percent | Percent 
a A a - diate I PO +-13 —6 
et dieddadna autateataiaa auteurs << ha ae Soe 5 +55 +86 


Mr. Anruso. We will now stand recessed until 2:30 o’clock this 
afternoon. 

(Whereupon at 12:40 p. m., the above hearing was recessed, to 
reconvene at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Anruso (presiding). The committee will come to order. 

This morning I failed to call upon a gentleman who was here and 
is here now—you will see his name on the program—Mr. Angelo De 
Lewis, from W allkill, N. Y. 

I want to tell you that Mr. De Lewis has some very interesting 
testimony to give. He testified before our committee in Syracuse. 

Mr. De Lewis, will you please come up? 

Will you please tell us what you have in mind? 
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STATEMENT OF ANGELO DE LEWIS, WALLKILL, N. Y. 


Mr. De Lewis. First of all, when I received the communication to 
address this committee, I was very happy to be useful, and to attend 
this meeting. So, therefore, I called right away to get the word of 


my organization and we worked out a statement which I will present 
now. 


Mr. Anruso. We will make it a part of the record at this point. 
(The prepared statement of the Ulster County, N. Y., Farmers’ 
Union is as follows :) 


STATEMENT OF ULS7ER County, N. Y., FARMERS’ UNION 


The Ulster Farmers’ Union welcomes and appreciates this opportunity to 
point out some of the problems faced by Hudson Valley fruit growers in recent 
years. 

The plain and simple fact we all must recognize is that since 1946 farm prices 
have declined steadily in complete contradiction to a steadily rising retail price 
to the consumer. Grapes that brought $150 a ton to farmers in 1946 brought a 
top price of $80 per ton in 1956, and indications point to a price this year in 
the neighborhood of $50 or $60. 

We leave it to housewiv es here to testify on the price advance of jams, jellies, 
and juices in those same years. 

This is only one example of what is happening to all fruit crops. 

At the same time Government conservation programs have been cut to the 
bone, the costs of production have risen drastically with price rises for spray 
materials, boxes, fertilizers, trucking, packing, ete. The result has been aban- 
donment of vineyards and orchards, and a general depletion of land, and a 
demoralization of our agricultural community. 

Recent years have brought a plague of natural disasters to our area—frosts, 
hurricanes, hailstorms. Commercial insurance rates against such destruction 
are so high no average farmer can afford to carry it and Federal crop insurance 
remains nothing but bait to be dangled before the farmer by every candidate for 
public office. 

Beyond these natural and unnatural hazards that continually assail the farmer, 
and which can be corrected only by new legislation, he is constantly damaged by 
flagrant and open breach of existing inspection and grading laws. 

Housewives in New York City last winter bought apples bearing Hudson Valley 
addresses, many of them packed in boxes marked “Fancy Apples,” which were, 
in fact, Utility grade apples raised in Michigan, brought into New York State by 
speculators, and repacked in local cold-storage houses in the presence of New 
York State inspectors. The State bureau of markets informed us that under 
their interpretation of the law they could not act on this practice. Our attempt 
to have the law clarified was passed by the State assembly, but defeated by the 
senate. 

We are sure New York housewives will find these facts of interest. 

In truth, the small American farmer is being destroyed by the most ruthless 
and merciless monopolistic practices seen in this country since the late 1800’s 
Our State and Federal Governments are fully aware of this. It has been pointed 
out to them a thousand times over. But they have chosen to turn their backs on 
the small farmer and throw in with those whom they believe are a greater 
political asset. 

If this philosophy is allowed to prevail and the farmlands of America fall into 
the grasp of the ever-growing food monopoly, the American people will find their 
food supply held for ransom by men who have nothing but scorn for the words 
“free enterprise.” 

While we insist on immediate corrective action, we feel the only practical solu- 
tion to our agricultural dilemma yet offered is the so-called Brannan plan. 


Mr. De Lewis. I was called to state briefly the troubles tl rat the 
American farmers are facing today. It takes me back to several years 
ago when a delegation from the Farmers’ Union went to see the Secre- 
tary in Washington. I believe we met Mr. Cooley, too, at that time, 
about 8 or 9 years ago. 
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It seems to me, in brief, we might take one item. In 1946, for 
example, we received for a ton of the grapes $150. Gradually, it 
started to go down to $125, $120, 115, and so on. 

Mr. Anruso. What was the first year! 

Mr. De Lewis. It was in 1946. At one time we drew up a petition 
and sent a delegation to Washington. The Extension Service came 
to Milton, N. Y. They said, “Here is your meeting.” We did dis- 
cuss it, and went with a delegation at that time. So that time, 
I believe, we got something like $78. 

Last year most of the people got a certificate for $50. So now to 
ms oe grapes he pays a few dollars more. 

AnFvso. Wait a minute. How did the others get the $70? 
WwW S fixed that ? 

Mr. De Lewis. When the picking time is at hand, we look and we 
ask for prices. We try to get the price and to have them tell us what 
they are going to give us. Yet they have to find out how much it will 
be upstate in Michigan ; ; in other words, they fix their own price. 

There are about five buyers, because, actually, i in the whole valley but 
one is the main one. 

Mr. AnFruso. What valley are you talking about ? 

Mr. De Lewis. Ulster Valley. But one is the one that sets up the 
price, and he sets the value for us. So, therefore, the others never 
come out and say how much they are going to pay—they only say, 
“You deliver the grapes,” and then “we are rich men, we will give 
you a few dollars more than the other one.” 

Well, actually, they pay a few dollars more than the other one. 

Now, this year we met and they told us that to be on the farm, we 
pay less, meaning $36 and $80. So the buyers got wise. T hey under- 
stood that we were getting together. He went ‘ahead, the main buyer, 
and he was doing it himself in his plant. 

And he told the farmers that the price would be a little more than 
last year, but not too much, because the cost is up 6 percent; so, there- 
fore, if he should pay more he will lose the 6 percent and lose more 
if he has to pay more. 

By then picking time came. The grape was ready, and started to 
rot on the vine, and the farmers just didn’t know what to do with 
the grapes because it is time to be doing something with them and in a 
week’s time there would be no more grapes. So, therefore, he formed 
the so-called vegetable—I have it here—agreement. 

I don’t know if I should read it or le: ave you people read it. 

Mr. Anruso. Just interpret the agreement. 

Mr. De Lewis. The agreement says that we are going to give the 
grapes for $50 aton. And “after we deduct the expense of processing, 
and so forth, the produce, whatever profit is left we are going to give 
to you, in the w ay of dividends.” 

Mr. Anruso. Can you grow grapes and receive only $50 per ton? 

Mr. De Lewis. No. 

Mr. AnFruso. What does it cost you to grow a ton of grapes? 

Mr. De Lewis. The farmers who do all of the work themselves from 
morning to night, well, perhaps, cost them about $60 to $65. But 
according to the Government statistics, like those from Cornell Uni- 
versity, the cost of these grapes from when we start to tying the to 
of the grapes, repairing the wires and the posts, everything Fachaded. 
will cost, that work about 4 or 5 years ago, $75 to $80 per ton. 
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Mr. Anruso. Just a minute. You say according to your own esti- 
mates the farmers can grow them for $65 a ton and according to the 
best studies of Cornell U niversity it will cost you how much 4 

Mr. De Lewis. About $75 to $80. 

Mr. Anruso. How toeld vou afford to sell them for $50 ? 

Mr. De Lewis. First of “all, I stated that we could for $60 to $65 
because we do not figure our labor. In other words, we might get 
10 cents an hour, we might get 15 cents an hour and forget about the 
dollaran hour, That is what is the minimum. 

Now we cannot grow for those kinds of prices. 

Mr. Anruso. Justaminute. You donot mind my interrupting? 

Mr. De Lewis. Go ahead. 

Mr. Anruso. I want to get it correctly. Do you have to sell to this 
particular buyer? Can you not, say, send them over here to New 
York City or do something else ? 

Mr. Dr Lewis. No. We are tied up to them because in years past, 
there was a question of selling in small baskets—20 pounds a basket. 
Because at that time, the women would put them into jellies and so on 
and so forth. But now most of the consumers buy readymade jam 
and jellies and grape juice. Therefore, that market is out, and as 
I said before, there is only 4 or 5 buyers that buy grapes. We haven’t 
any market of any kind to dispose of our produce. So, therefore, we 
have to do business with them. It makes it difficult. 

Then we have to find out some way to do away with them. That 
is why I came up last year. 

Mr. Anruso. Does this apply to all of the grapegrowers throughout 
the State of New York? 

Mr. De Lewis. Well, I only speak for Ulster Valley grapes includ- 
ing the Poughkeepsie and Newburgh side, because I am not an expert 
onthat. Icannot speak for other locations. 

Mr. Anruso. For the record you would say that the grapes from 
New York State are one of the finest type grapes in the country, 
would you not ? 

Mr. De Lewis. It is one of the best. As a matter of fact, in the 
meantime they bought grapes from Canada and unfortunately, they 
label that grape, “Produced in Ulster Valley.” But why they do 
that, because the Canadian grape, or even upstate grape is much in- 
ferior on juice sugar content. Therefore, they need our grape to 
get the sugar content. 

Mr. Anrvso. Is it true that sometimes because of these ridiculous 
prices that you have spoken of, that you do not even pick the grapes 
and allow them to rot on the vine? 

Mr. De Lewis. Three years ago. This year, let me say this year— 
not mine—they bought not more than one-third of the grapes they 
bought last year. U Tister V alley Pure Juice Co. last year, in my line, 
= was delivering the grapes, I will say was a minor part, because 
as I said earlier the grapes were ripe in August. They waited for the 
market until the middle of September. At that time the grapes were 
one-third spoiled and then they came out with such a ridiculous price 
of $50 plus a dividend, if there is any. 

So, finally, we got busy with different ideas of — — e and 
most of the farmers did not pick the grapes this year. As a matter 
of fact, they have no grapes this year—even this year 





a > 


42 FOOD MARKETING COSTS 


Mr. Anruso. Mr. De Lewis, how many grapegrowers do you have 
in Ulster Valley ? 

Mr. Dr ane 1s. Roughly I would say, about 600 to 800. 

Mr. Anruso. They are all in the same predicament that you are in? 

Mr. Dr Lewis. AJ) in the same. 

Mr. Anruso. Do you have any suggestions to make to this com- 
mittee / 

Mr. De Lewis. Well, I do not know what to say because, as I 
already stated, I think ‘there is a monopoly on fixing the prices. I 
do not know what you call that. I am not an expert. I am only 
a ' armer, 

I do not know why such things as these should be allowed. 

We buy materials, and so forth, he sells. In the spring he gives us 
material—“This will cost you the same this year.’ 

Then in the fall we come with the grapes and “This is what we 
give you for your grapes.” 

In other words, they make the price when they sell it to us and 
then they make the price when they take them away from us. “If 
you do not want it, give it to somebody else.’ 

There is no “somebody else,” and, therefore, we do not know what 
to do. I figure that the only solution at this point here is that the 
authorities should find another way to dispose of the grapes. If 
not, we should establish a minimum price based on the cost of pro- 
duction and do as we do with some other things, because I am speak- 
ing for the farmers. 

But I am not here to tell you that in 1946 when the: vy bought the 
grapes for $150, jelly sold for 19 cents. Now that they buy for 
one-third of the price over that time, now they sell it for 39 cents. 
They pay more or less for what they buy now than 10 years ago. 

Mr. Anruso. In other words, the price for other things has gone 
up but the price which you have received for your product has 
gone down ? 

Mr. De Lewis. What I mean is exactly as I told you, I paid 
$1,360 back there. I paid $1,360 that time; I am so much in debt 
now because due to the equipment and everything costing me more 
than $4,000 and I must pay $95 a month because I couldn't pay 
cash. I believe everything we buy has more than doubled now. 

Mr. Anruso. Has there been any attempt, Mr. De Lewis, on the 
part of any company to buy your grape farms? 

Mr. Dz Lewts. To buy our grapes? 

Mr. Anruso. To buy your grape farms. 

Mr. De Lewis. No; I do not think so. Nobody wants them. Asa 
matter of fact, all who depend on labor, who grow grapes, they 
polied out. That is why L stated only the very few who do their 
own work, use their children right after school hours and weekends 
and their wives, well, they do not figure those as labor, because 
they do not pay them. 

Mr. Anrvso. Do you have a family ? 

Mr. De Lewss. I havea wife a ind daughter. 

Mr. Anrvuso. All of these other farmers, the 600 of them 

Mr. De Lewis. More or less. 

Mr. Anruso. Are in the same situation as you are in? 

Mr. Dr Lewis. More or less except there is one right near by me 
has beautiful grape groves, young, planted 8 years ago. 
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Now, I think that if this situation proceeds, the consumers will 
pay through the nose and you won’t be able to buy anything because 
these speculators are creating g chost towns in our own communities, 
they are starving and won’t be “able to buy no more machinery. 

Mr. Coorry. Do you use those grapes to make wine ? 

Mr. Dr Lewis. No. It isnot so 0 good. 

Mr. Cooter. Not good for wine? 

Mr. Dr Lewis. It is the best grape for jelly and used in sauce. 

Mr. Cootey. Y ou do not crush any of your grapes into grapejuice? 

Mr. Dr Lewis. Not unless we buy California grapes and mix them. 
The wine would not be tasty—it would be sour. I used to make it 
myself but it would not pay me to bother, I would rather let them rot. 

‘Mr. Cootny. You cannot make good wine from those grapes? 

Mr. Dr Lewis. No. 

Mr. Anruso. Isit a good eating grape? 

Mr. Dr Lewis. Well, the ones that taste good are really good. 

Mr. Anruso. Is that a Concord grape? 

Mr. Dr Lewis. Concord ? 

Mr. Anrvuso. I think my uncle had a farm upstate who made deli- 
cious wine with them. 

Mr. Dr Lewis. Yes. They mix with California and 20 pounds of 
sugar, as I say. 

Mr. Cootry. Twenty pounds of sugar per gallon of wine? 

Mr. Dr Lewis. Wait a minute. I bought 100 pounds about 3 years 
ago, a full sack, and I made 2 barrels. 

Mr. Anruso. Two barrels? 

Mr. Dr Lewis. Yes. 

Mr. Anruso. Any questions from members of the committee? 

Mr. McIntme. I would like to ask on this short crop that you had 
this year, was that related to the dry weather ? 

Mr. Dr Lewis. Yes. 

Mr. McIntire. Thank you. 

Mr. De Lewis. You might state this about this crop. This is an 
article by our governor. Our leaders try to get information from 
the proper sources, because in many cases they get information from 
these so-called farmer organizations when they are not at all farmer 
organizations. 

They are interested in big industry—big millionaires and the gov- 
ernor calls on Secretary Benson to purchase the surplus grapes from 
New York, and to buy them for loans. This is the I oughkee ‘psie paper 
of September 1957. 

Mr. Anruso. This year do you think that is a good idea for the 
Government to buy the grapes? 

Mr. De Lewts. First of all, when the man went out there was no 
more grapes and fhe grapes are not useful for school lunch, not like 
an apple that kids take to school, or an orange. The grape gets all 
jostled before they a them. So the farmers, the local people, intelli- 
gent people know there are no grapes. So there is no surplus. 


Mr. Anrvso. Any other questions? 

Thank you very ran h. 

Mr. Dr Lewis. I also have something about apples. 

Mr. An¥ruso. Do you have a statement on apples? 

Mr. De Lewis. This was another problem and it is an every-year 


problem. It is not only a question of the apples, a we are a com- 
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bination of farmers, we grow vegetables, fruits, and such. So we grow 
a variety of things. We are in the same hole on everything we grow. 
We switch from one thing to another, and we cannot make anything, 
anyway. 

On apples at the present time there is a very weak market. They 
do not want apples. While we had the misfortune of having hail—not 
all over but in parts of the valley. 

Those people they have invested thousands of dollars for labor, 
material, machinery, and so forth. 

Now they think their apples are not worth a nickel. So again the 
authorities appeal to people to buy these grade A apples. 

The farmers think something should be done. They called a meeting 
in Glenford, N. Y.; at that meeting they made the report that so far, 
after 2 weeks, they found a market for 250 boxes of apples. So we 
are not going to sell apples. Maybe, for each one of us, it will be 1 
apple because you have a market for 250 boxes of apples. Sothat wasa 
failure. 

Then, in the local cider mills, last year, they were paying even 
more than a dollar per hundred pounds for No. 2 apples. Well, this 
year 1 buyer started with 60 cents per hundred pounds, and he promised 
that he was going to pay more. Then the other one popped out with 50 
cents. So the buyer who promised to pay more, he called us and said, 
“Look here, how can I pay more than 60 cents when the other one is 
buying cheaper and he pays 50 cents ?” 

Well, this is again the situation on apples. 

Last year was a frost and we didn’t have any apples. Very few 
people were lucky enough to have apples—they lived on the higher 
ground. 

Meanwhile, the buyers again became apple men. Before they used 
to come to us and say, “I need a box of apples to sell.” 

They knew there were no apples in our locality. They went ahead 
and went to Michigan, Pennsylvania, and Canada, Buffalo—all over. 
So when the time came the small farmers who had apples had no 
space. The cold storage was in other hands; that is, the New York 
buyers who bought out of town. 

But on top of that, then we pay—we are to pay 2 cents to the New 
England and New York Apple Institute who advertised our apples. 
So, instead of advertising our apples, the Apple Institute advertised 
Michigan apples because they advertised where these apples were 
coming from. They packed the apples last year. The consumer 
bought their apples, thought they were buying Ulster Valley apples. 
They were buying Pennsylvania or Michigan or Buffalo apples and 
Canadian apples. 

Those apples are inferior to our quality. And the consumer— 
whatever he paid, I believe 19 cents or 21 cents a pound, for apples 
that they paid 3 cents a pound for or even less. 

The irony is that they fooled the public and they are impoverishing 
the farmers. They didn’t sell at the price. They were the ones who 
came on the market. 

So, therefore, our advertisement went to pay for the big people who 
had 200,000 bushels that did not belong to them that they went to 
buy somewhere out of the State and told the consumers that they came 
from Ulster Valley because the stamp on the box was Ulster Valley— 
“nacked in Ulster Valley.” 
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So, therefore, last year we sent a delegation to our county man, Wil- 
son, of Ulster County, and he drew up a petition and he presented the 
petition to change the marketing laws because if it is true, we repeat, 
we do not want to deceive the public i in what they are going to buy. 
In other words, we are saying that they do not have apples from our 
State but to tell the consumer where they bought the apples. The 
county man presented it, and it went to the assembly, but I do not know 
what happened. 

Mr. Anrvso. We understand that, Mr. De Lewis, that is a question 
of State legislation. We are interested in anything that we can do 
from a Federal point of view. We appreciate your testimony and the 
time that you have taken to come down here. Thank you very much. 
We hope that we can do something for you. 

Mr. De Lewts. I hope so. I would like to leave t} us with you. 

Mr. Anruso. Very well; that will be made a part of the record at 
this point. 

(The document referred to is as follows :) 


PROCESSING AND MARKETING CONTRACT 


This agreement, made in duplicate, this ______ RU Oe Naini xc atecctc cee 19 __, by 
Sie Wee ee cue aeancse Bee. OF 2S. Sh  . ‘ne ee 

“Grower,” and Seneca Grape Juice Corporation and lor Hudson Valley Pure Food 
Company, both of which are New York corporations, hereinafter called “‘Proces- 
sor, 

Witnesseth: In consideration of the mutual covenants between the parties of 
this contract, Grower hereby appoints Processor its exclusive processing and 
marketing agent for all juice grade Concord Grapes produced by Grower from 
the date hereof until September 1, 1958. However, such agreement shall be 
deemed automatically extended for additional terms of one year each unless either 
party, on or before March 1st of any year, shall notify the other of his election 
to terminate the agreement as of September Ist of that year. 

Processor agrees to make to the Grower, upon delivery of his grapes, an ad- 
vance of $50.00 per ton. 

Processor agrees to use its best effect to process and sell in the processed 
state the grapes delivered by the Grower, together with those delivered by all 
other growers to Processor’s Highland plant; and to pay to Grower the total 
amount received from the sale of said processed grapes after deducting there- 
from an amount equal to the cost of a storing, shipping, and selling said 
processed grapes, less the initial advance of $50.00 per ton, and less a processing 
fee of $10.00 per ton. 

Grower shall not pick, sell, or deliver grapes produced on the vineyards con- 
templated in this agreement to any other person, association or corporation. 

Either party hereto shall be deemed released from the provisions hereof if 
performance is prevented by blight, fire, strikes, or other causes beyond his 
control. 

Witness our hands the day and year first above written. 


Grower 


SENECA GRAPE JUICE CORPORATION 
and/or 
Hupson VALLEY PuRE Foop Co., Inc. 


Processor 


Mr. Anruso. We have with us this afternoon Dr. Omer M. Herr- 
mann, Deputy Administrator of the AMS, who has been kind enough 
to come from Washington, and he had a distinguished panel of men 
in his Department to discuss the various phases. 

Mr. Ogren will discuss the marketing problems; Mr. Crow the New 
York market. 
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Dr. Hermann, will you introduce your panel, please ? 


STATEMENT OF DR. OMER W. HERRMANN, DEPUTY 
ADMINISTRATOR, AMS, USDA 


Dr. Herrmann. I appreciate the opportunity to be with the com- 
mittee again. We enjoyed it last spring and I am sure we will enjoy 
it again today. 

I “hope we will present material that is useful to the committee. 

We have two statements we wish to make today. The first will be 
made by Dr. Kenneth Ogren who is head of our Marketing Infor- 
mation and Statistics Section, and the next one will be Dr. W. C. 
Crow. 

Mr. Anruso. May I make this suggestion, if it meets with your ap- 
proval, because we do have a large calendar here, may I make a sug- 
gestion that we incorporate these two statements in the record, and 
then ask you, Dr. Ogren and Mr. DeLoach to elaborate on the things 
that we have _ talking about ? 

Will you tell us something about costs and margins? You can 
refer to your statement, of course. 

(The prepared statement of Kenneth E. Ogren, Marketing Research 
Division, Agricultural Marketing Service, U Tnited States Department 
of Agriculture, i is as follows :) 


STATEMENT OF KENNETH E. OGREN, MARKETING RESEARCH DIVISION, AGRICULTURAL 
MARKETING SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Chairman, the prices of food, the largest item in most city family budgets, 
have been rising in recent months. These rising food prices have received much 
attention as a part of the overall rise in the cost of living. It is, therefore, appro- 
priate to review recent trends in food prices and the factors influencing these 
trends. 

Farm production of food products has been at a high level this year, as it has 
been for the last several years. Because consumers normally associate high 
prices with short supplies and low prices with abundant supplies, it is difficult 
for them to understand why retail prices of many food products continue to rise. 
This is accounted for primarily by the divergent trends of farm and retail prices 
of food products. While farm prices have been depressed because of more-than- 
adequate supplies, costs of processing and distributing food products have risen 
continually, thus offsetting most of the price decline at the farm level. These 
processing and distribution costs are not closely associated with trends in farm 
prices ; the trend in these costs is related to wage rates, transportation charges, 
interest costs, taxes, and other costs that have been rising steadily in recent 
years, 

RECENT TRENDS IN FOOD PRICES AND MARKETING MARGINS 


Retail prices of domestically produced food products sold at retail approached 
their postwar peak during the third quarter of 1957. According to Department 
of Agriculture statistics, the annual cost of farm food products purchased at retail 
by an average urban worker family in 1952 was $1,035. The retail cost of the 
foods in this market basket declined steadily to $975 in 1955. There was almost 
no change in 1956. But in 1957, the retail cost of the market basket increased 
to an annual rate of $996 in the first half and to $1,034 in the third quarter this 
year, which almost equaled the 1952 peak. It is true that during the last year 
food prices have increased along with prices of most other consumer goods. 
During the previous 4 years, however, the decline in food prices was the major 
factor in holding down the average rise in the cost of living. 

This year marks the first time in the 5-year period that prices received by 
farmers for food have shown an overall increase. In 1952, the United States 
farmer received, on the average, $482 of the $1,035 that the market basket of 
farm food products cost in the city grocery store. This share dropped steadily 
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to an average of $390 in 1956, and the farmer’s share of the total from 47 percent 
to 40 percent. Between 1952 and 1956 the retail-store cost of the foods in this 
market basket dropped $59 but farmers’ returns were down by $92. The differ- 
ences in these figures were caused by a continued increase in the marketing 
margin, the costs of processing and distributing these food products between the 
farmer and the consumer. Thus, the drop in prices of food products at the farm 
level was probably the major factor in preventing any significant overall rise in 
consumer prices during the 1952-56 period. In other words, the fact that we 
had lower farm prices for food products during that period largely obscured 
the increases that took place in wages, transportation, and other elements in 
the retail price of food. 

The drop in prices received by farmers beginning a year or two after the 1950 
outbreak of hostilities in Korea was due primarily to the fact that agricultural 
commodities were being produced far in excess of what the market could absorb. 
This situation necessitated adjustments of one kind or another, including surplus 
removal operations and production adjustments designed to bring supplies more 
nearly in line with the market demand. 

These activities have met with some success and are being reflected in the 
higher farm prices this year. Higher food prices this year were accompanied by 
increases both in farm prices and the marketing margin. In the third quarter 
this year the farm value of the market basket foods averaged $416, 3 percent 
above a year ago. However, the marketing margin increased more; in the third 
quarter this year it was 4 percent higher than in the same quarter of 1956. 
During the 1952-56 period the average rise in the marketing margin was rela- 
tively modest, between 1 and 2 percent each year. But the increase thus far in 
1957 has been about 4 percent over a year earlier. 


THE FOOD MARKETING BILL 


Before examining the forces behind these marketing-cost increases, let us 
take a look at another set of statistics that tell a significant story—the marketing 
bill for farm food products. These statistics give the total retail-store cost of 
domestically produced and marketed farm products, the gross receipts of farmers 
from sale of these products, and the total marketing bill. In 1956, the retail-store 
cost was estimated at $48 billion, of which farmers received about $19 billion and 
marketing agencies $29 billion. (The retail-cost estimates represent the cost at 
retail-store prices of all domestic farm foods that were both sold by farmers and 
bought by civilian consumers in this country. Farm food products sold in the 
form of meals are included but are value at what the food would have cost in 
retail stores. ) 

The marketing bill for fruits and vegetables was larger than for any of the 
other major food groups—meat products, dairy products, poultry and eggs, and 
bakery and cereal products. The retail-store cost of fruits and vegetables in 
1956 was $10.7 billion, of which $7.8 billion were marketing charges. Of the 
retail cost of bakery and cereal products of $6.7 billion, $5.4 billion was the 
marketing bill. Most of farmers’ gross receipts from sale of food products 
comes from the three animal product groups. 

Since farmers’ prices for food products are generally at low or moderate 
levels, we might logically look at those product groups with the largest mar- 
keting bills for the greatest opportunities to lower food prices and consumer 
food expenditures. Prices and costs may be reduced through either reducing 
services provided consumers or cutting the cost involved in these services. In 
recent years housewives generally have been willing to buy more rather than 
fewer services. While housewives have been price-conscious, they also have 
been most conscious of obtaining high-quality foods, buying foods that are ready 
to cook or ready to eat, and buying foods in retail stores that provide them 
with plentiful parking space, pleasant surroundings, and various premiums, 
coupons, and trading stamps. The generally high and rising level of consumer 
incomes has contributed to the increased buying of services with foods. 

On the cost side, continued increases in wage rates, transportation rates, 
taxes, and most other costs of doing business have more than offset increased 
efficiencies in the marketing of food products. Higher wage payments, how- 
ever, have made up the principal part of the increase in consumer incomes that 
has boosted demand for food and services. Likewise, salaries and wages are 
the largest item in the marketing bill. The labor costs of processing, whole- 
saling, and retailing firms amount to almost half of the total. Labor costs are 
also a large part of transportation and other marketing costs. As long as 
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wage rates continue their overall upward trend in the economy, it is not reason- 
able to expect that wage rates in food processing and distributing industries 
should diverge from this upward trend. 


COSTS AND SERVICES IN MARKETING FRUITS AND VEGETABLES 


The marketing bill for fruits and vegetables is higher than other commodity 
groups partly because of the costs of the many services in preparing these com- 
modities for market and in delivering them to consumers. For most fresh 
fruits and vegetables, services such as washing, grading, packing, and trans- 
portation and related protective services (heat or ice) are required in addition 
to the services usually associated with buying and selling. These services are 
particularly important for a metropolitan area such as New York City which 
is located far from several of the more important commercial producing areas 
for fruits and vegetables. 

Nearby market garden areas are important in supplying fruits and vegetables 
to New York City consumers during some seasons of the year. Apples, pota- 
toes, tomatoes, and sweet corn are important commodities produced nearby. 
However, in order to offer these products to consumers on a year-round basis. 
they must be shipped from distant producing areas throughout the balance of 
the year. Citrus fruits, lettuce, carrots, and celery are examples of com- 
modities grown principally in Florida and California. 

In supplying fresh fruits and vegetables to New York City consumers through- 
out the year, transportation costs often account for as much as one-half of 
the total marketing bill for some of these commodities. Because of the perish- 
ability of fruits and vegetables, refrigerating, packaging, and special handling, 
both at assembly points and in transit, often are needed to maintain quality and 
prevent excess spoilage. Upon arrival in receiving markets, usually there 
are several time-consuming and costly operations in moving fresh fruits and 
vegetables from the rail car or truck through wholesale channels and to dis- 
play counters in retail food stores. The handling and cartage costs in the 
Washington Street market are an important item in the marketing bill for 
fresh fruits and vegetables sold in New York City. 


TaBLE 1.—Prices for selected fresh fruits and vegetables sold in New York City, 
1956-57 season average 

















Price per unit 
Commodity tA PRE TIPS a é 
| Retail Wholesale | Shipping | Grower 
point 
— — wl sileeilaiaiie si 
Apples: 

Hudson Valley, N. Y.: Dollars Dollars | Dollars Dollars 
Melntosh, 54-pound box. _.........---...--..-.| &. 48 3. 42 12.93 (2) 
Delicious, 54-pound box-- : andi se 9. 61 4. 24 1 3. 69 (2) 

Washington State: Delicious, 44- pound box_ as 9. 43 26.02 14.49 @) 

Carrots, Salinas, Calif., topped, 48 1-pound film bags- 6. 39 4.40 2.74 (?) 
Cabbage, western and central New York State, Danish | 
type, 50-pound sack._-_..._-.----.----- Eocene 2. 76 - 92 61 (2) 
Onions, western and central New York State, ‘yellow | ; 
a ee eee ree heat 3.17 1, 42 1,16 (?) 
Oranges, Florida, all ‘varieties, 90-pound en | 8.48 $4.77 13.15 41.87 
| ete Salinas, Calif., 2-dozen ds ihre ki de rcthe deans 5. 59 4. 25 1. 94 41.17 
‘otatoes 
Long Island, N. Y., Katahdin and Chippewa, U.5. | 
No. 1, size A, 2-inch minimum 400-pound sack... .| 4.95 | 2. 36 1.91 1, 58 
Idaho, Russet Burbank, U. S. No. 1, size A, 100- | 
Fe Te ee ai 8. 28 4.71 | 2. 38 1. 68 


| 





1 Packinghouse return: Wholesale or auction price less transportation and selling charges. 

2 Not available. 

3 Auction price (chiefly sales to jobbers). 

4 Grower return: Shipping-point price or packinghouse return less harvesting, hauling, and packing costs. 


PERIOD COVERED 


snes panes First 3 days of week which includes 15th of the month. Adjusted for waste and spoilage at 
ret: evel. 

Wholesale prices: Average price for sales in less-than-carload lots on Tuesday of the week which includes 
the 8th of the month. 

Shipping point and grower prices: Average of midpoint of daily price ranges during the week which in- 
cludes the Ist of the month, 
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The figures in table 1 ilustrate the prices and margins involved in rresh fruits 
and vegetables marketed in New York City during the 1956-57 season. For all 
products listed in table 1, prices at the shipping point averaged less than half of 
the retail price. Prices to growers were an even smaller proportion of the retail 

rice. 

7 To illustrate in more detail the many marketing services performed and chan- 
nels used in getting produce to New York housewives, we have used Florida 
oranges as an example. For oranges sold through the New York City fruit 
auctions during the 1956-57 season, the grower received an average of $1.87 per 
1% bushel wirebound box. The retail price averaged $8.48 per box. Oranges 
usually are picked and hauled to the packinghouse either by firms on a fee basis 
or by packinghouse crews. Picking is essentially a hand operation and costs 31 
cents per box. The hauling operation is becoming increasingly mechanized 
with more handling in bulk than in individual boxes. Average costs were 10 
cents per box. 

Packinghouse operations—unloading the fruit from the truck, degreening, 
washing, grading, packing, and loading—cost 97 cents per box, the biggest share 
of it being the cost of the box. Rail transportation from central Florida to 
New York City (including standard refrigeration and Federal tax) averaged 
$1.31 per box. 

Railroad cars containing oranges to be sold on the auction are ferried across 
the Hudson River on barges to the piers in Manhattan, where they are sold 
principally to jobbers. The charges for auction selling, including commissions 
for the auction and the broker and a sorting and display charge, averaged $0.31. 
For buyers who did not provide their own trucks to haul the oranges to their 
stores, commercial cartage cost 20 cents per box. 

The wholesale-retail margin, covering all services of the wholesaler (or 
jobber) and the retailer, averaged $3.71 during the season. These services in- 
clude: Unloading oranges from truck at warehouse; selling to or taking order 
from retail store; loading into truck and hauling to retail store; unloading from 
truck at store and moving into produce storage; moving into produce department 
and placing on display; maintenance of display, including removal of spoiled or 
damaged fruit; bagging (in service stores) and weighing fruit; and checkout 
and often delivery to the customer’s car. 


MARGINS AND COSTS FOR FRYING CHICKENS AND EGGS 


Poultry and eggs are another group of perishable foods that move into cities 
like New York in huge quantities. For example, to meet the egg demands of 
metropolitan area residents, upwards of 500 truckloads of eggs (of a capacity 
of about 15,000 dozens each) must arrive in the city each week. 

In general, marketing margins on poultry and eggs have either declined in 
recent years or have risen less than margins on most other foods. Substantial 
technological improvements in methods of processing and handling these products 
have been made by many individual firms. They have been able to offset, in 
large measure, rising labor, equipment, materials, and transportation rates and 
prices through increasing outputs per worker. In addition, marketing methods 
and channels have been streamlined. That is, poultry and eggs are now moved 
in commercial quantities from farms to consumers more directly than in former 
years, are handled by fewer people, and change ownership less often. Instead of 
from 4 to 7 buyers and sellers operating between farmers and consumers, the 
number, in many cases, now is only 1 or 2. 

In New York, margins on frying chickens are among the lowest in large 
United States cities. In 1956, the average farm-to-retail price spread on fryers 
was 17.7 cents per pound, ready-to-cook basis, in New York compared with 22.2 
cents in 9 large cities (New York, Boston, Baltimore, Cleveland, Chicago, St. 
Louis, Atlanta, Los Angeles, and San Francisco). Most of the fryers are re- 
ceived and retailed in New York by large-volume retailers purchasing ready- 
to-cook birds directly from specialized, efficient, large-volume slaughtering plants 
in the East. These plants, in turn, generally buy live birds directly from growers 
or have the birds grown for them under contract. 

In contrast, most of the eggs received in the city are handled by relatively 
small firms, many of which cling to old, comparatively inefficient methods of 
marketing eggs. In the major producing areas, from 1 to 3 assemblers of dif- 
ferent types may be involved before the eggs are shipped to New York, where 
from 1 to 4 more firms of various types may handle the same eggs before they 
reach consumers. High marketing margins on eggs are a result of the failure 
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of many firms in New York to adopt the more streamlined methods and tech- 
nological advances in egg handling already in common use in some other cities. 
The farm-to-retail price spread on large grade A eggs in 9 large cities averaged 
22.8 cents per dozen in 1956, compared with an average of 29.0 cents in New York. 


FLUID-MILK COSTS AND PRICES 


Fluid milk is a large item in the food budgets for many New York City fam- 
ilies. An average family of 4 uses about 550 quarts annually. Purchased from 
home delivery routes, this quantity would cost, at September prices, about $150. 

The retail price of milk in September was 28.5 cents a quart for delivered 
milk and 23 to 26.5 cents a quart for store milk. Retail prices of milk in New 
York have risen gradually for the past several years. In 1956 the average price 
for milk delivered to homes was 25.9 cents, an increase of 1.9 cents since 1951. 
During the same period the United States average price rose 1.4 cents. 

From 1951 to 1956 the farm price for milk for bottling in New York City 
declined by 0.7 cent per quart. The decline in the farm price, together with 
the rise of 1.9 cents in the selling price, caused the dealers’ margin to increase 
by 2.6 cents per quart. The United States average margin rose 2.0 cents per 
quart during the same period. 

The Department of Agriculture has been studying milk dealers’ costs since 
1952. The records we use come from milk dealers located in the main, through- 
out the eastern half of the United States. These records show, in a general 
way, what might have been found among milk dealers in New York. 

About half of the cost of milk distribution is in labor expense. Average hourly 
earnings of wage earners in dairy-products industries rose 20 percent from 1952 
to 1956. Yet labor costs per unit of output in milk-bottling plants increased 
only 13 percent. Milk dealers have been able to offset rising costs to this extent 
by adopting different processing and distribution practices. The use of larger 
size containers and the shift toward a larger proportion of wholesale sales are 
among the changes that have been made in the last 5 years. Installation of 
materials-handling equipment and new processing equipment and methods also 
have helped hold down unit costs. 

New methods have failed to offset fully the rising prices of many items of 
expense. From 1952 to 1956 the operating costs per 100 pounds of milk and 
cream processed rose from $4.09 to $4.68. Net returns to the owners of these 
plants declined from 52 cents to 36 cents per hundred pounds. 

Mr. Chairman, we have reviewed some recent trends in food prices and changes 
in practices and costs affecting the marketing of some important food products 
in this market. What happens in New York City is of special significance for 
several reasons. This is the largest market in the country for the products of 
United States farms. It is also farther from sources of farm products than 
most large metropolitan areas. Farmers and consumers alike have a large 
stake in this city’s attaining the most efficient marketing system possible. De- 
velopments in marketing in this area are closely watched by many other urban 
centers. Thus, New York has the opportunity of being a pacesetter for other 
markets in adopting new technologies and more efficient marketing practices. 

Because of the importance of this market to American agriculture, the 
Department of Agriculture is particularly interested in encouraging research 
that will lead to improving the efficiency of marketing farm products in New 
York. In keeping with its general policies, the Department stands ready to 
actively cooperate with State and local groups. The data we have cited indicate 
that no reductions in cost rates are in sight, but the data also may be useful in 
pointing out research areas most fruitful for study in achieving greater output 
per unit of labor and capital used by marketing agencies. It is encouraging 
to the Department that the Consumers Study Subcommittee of the House Com- 
mittee on Agriculture is examining the elements that make up food costs and 
that local officials are exhibiting an interest in these problems. 
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STATEMENT OF KENNETH E. OGREN, MARKETING RESEARCH DIVI- 
SION, AGRICULTURAL MARKETING SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE; ACCOMPANIED BY D. B. 
DeLOACH, AGRICULTURAL MARKETING SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Ocren. Mr. Chairman, ladies and gentlemen of the committee: 
Generally, the cost of m: keting produce that comes into this mar- 
ket, the cost involved in getting it from the farm to the consumer, 
is at least half or in many cases more than half of the total price the 
consumer pays. And it was pointed out this morning for many of 
the fruits and vegetable items that come from California, at least half 
of the total market price is taken up in the cost of transportation. 

We have a table in the statement that shows for representative 
fruits and vegetables marketed in New York City during 1956-57 
season that for all of these items the price at the shipping point 
was less than half of the retail prices and the price to the growers 
was less than that at the shipping point. 

These costs of getting produce into the New York market have in- 
creased steadily each year. The wages of labor have been going up. 
Transportation rates have been going up. The cost of the containers 
used has been going up. In fact, almost every cost has been going 
up. 

The marketing agencies handling these commodities have been 
able to offset some of these added costs by greater efficiency; that is, 
in increased output per hour of labor involved. But they have not 
been able to offset all of the costs. 

As a result these costs have increased, while at the same time the 
prices to the farmer have been going down. 

With some products we have had some decline in the retail price 
because of this decline at the farm level. Recently, we have had a 
general upward trend in farm prices. This is the first time I believe 
in about a 5-year period we have a general increase in the farm price. 

Mr. Cootry. May I interrupt you? 

Mr. Ocren. Yes. 

Mr. Cootry. To what extent has the problem of surplus depressed 
or tended to depress the price of perishable commodities? Of course, 
you know what the situation is with the basic commodities. I do 
not know what it is with reference to the perishable commodities. 

Has the lower price to farmers resulted from an overproduction of 
particular commodities ? 

Mr. Oaren. In some cases, yes. 

Mr. Coorry. It did not appear to be so with reference to grapes 
because, if I understand it, they had a short crop of grapes, yet were 
unable to sell the grapes profitably. That might have been a par- 
ticular situation. Generally speaking, have you had too much let- 
tuce, too many tomatoes, or too many carrots, and commodities like 
that? Hasthat tended to nee the price? 

Mr. Ocren. The price of these commodities tend to fluctuate a lot. 
As was pointed out the price of lettuce the middle of September might 
have been quite different than it is today. 
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The production of potatoes fluctuates very much from year to year. 
So there may be temporary situations in which there is an oversupply 
and in which prices will tend to go up at farm and retail levels; and 
then we have situations where we ive had oversupply and prices have 
gone down. 

Mr. Cootry. It isn’t feasible to export large quantities of perish- 
able commodities, is it ? 

Mr. Oaren. No; not unless they can be processed. 

Mr. Cootry. You could not export potatoes, or similar produce ? 

Mr. Ocren. No; generally not. 

Mr. Cootry. Well, you could export apples or a similar commodity, 
could you not ? 

Mr. Ocren. Some are exported. 

Mr. Cootry. By and large the surplus that we produce of perish- 
able vegetables must be consumed in the American market, isn’t that 
true? 

Mr. Oren. Yes. 

Mr. Cootry. You are actually going to have to increase the con- 
sumption of these perishable commodities here in our own market, 
is that not correct? 

Mr. Ocren. Yes; in some cases we have been able to expand the 
market by using some of these perishable commodities in processed 
form. 

Mr. Cootry. Tomatoes in themselves are perishable. 

Low-income families cannot eat much bread if it costs them 26 
cents a loaf. We must find some way to get the food into the mouths 
of hungry Americans. 

Mr. Ocren. I think one example is where we have been able to 
market a perishable product like oranges in the form of frozen con- 
centrated fruit juice. We have been able to save enough in the trans- 
portation of that perishable product so that the prices 

Mr. Coorry. Citrus fruits are not in trouble at the moment, are 
they? Due to research and improvement in the marketing of citrus 
fruits and byproducts, such as you say, concentrated and frozen fruit 
juices and things like that. 

Mr. Oeren. Yes. 

Mr. Cootry. I still do not see what justification there is for a little 
orange like we had this morning costing the consumer 8 cents in New 
York. There are times that there is such an abundance they do not 
even harvest them. 

I am not too much concerned about citrus fruits because I believe 
the producers of citrus fruits are in right good shape but these other 
producers of perishable commodities, they are at the mercy of the 
merchants’ market; it seems to me that does fluctuate widely. Even 
right here in the city of New York there are such situations in retail 
prices. 

Mr. Ocren. Yes. I might add a point on the retail prices. We have 
found in some of our studies there are wide variations in retail prices 
of the same product from store to store, but one product may be 
higher in one store and another product may be higher in another 
store. 
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Retailers are looking at the overall operations. And if their produce 
department margin needs to be 25 cents, say, to cover their costs, the 
margins may be higher on one commodity and lower on another and 
this may vary from store to store. That may explain some of the 
variations illustrated here this morning. 

Mr. McIntire. May I ask a question at this point? Will you turn 
to page 7 with reference to your table here. Cabbage, 50-pound bag. 
“Shipping point”; is that an f. o. b. figure? 

Mr. McInrime. That is 71 cents, “wholesale 92 cents” and “retail 
$2.76.” 

Is there some relationship in this type of situation, in which I 
make this observation that the more perishable the commodity, the 
greater fluctuation there is at shipping point and at wholesale, but 
the retail price has a tendency to stay up there? 

Mr. Ocren. It is quite flexible and 

Mr. McIntire. For all practical purposes, and of course western 
New York cabbage is a very perishable commodity. 

Mr. Oaren. Yes. 

Mr. McIntire. That price to the grower of 71 cents could probably 
be a dollar and a half and the price at retail would not go up very 
much. I make this observation. If I am not right—you are more 
familiar with the statistics than I am—if that grower could get one 
dollar and a half for that cabbage, a 50-pound bag of cabbage, the price 
at retail would be less—well, it would be in the neighborhood of $2.90. 

Mr. Oeren. I think the price may be around $3 or more. 

Mr. McIntire. Maybe around $3. 

Mr. Ocren. The percentage rise at retail will be less. 

Mr. Mclintire. In other words, the more perishable the com- 
modity the less there is of a pass-through to the consumer on the 
difference in price at shipping point. 

Mr. Ocren. Well, it will partly depend on how far this product is 
being shipped and what the costs are that are involved. 

Mr. MciInrme. It might, except that that is not a controlling 
factor. 

For instance, in our potato deal we can be selling potatoes for 50 
cents for 165 pounds, or we can be selling for $3.25 per that amount 
and it will make about 2 cents a pound difference at retail. 

Mr. Ocren. Yes. 

Mr. McIntire. What is the reason for that situation? Why don’t 
these prices as reflected in your table here of 71 cents per 50-pound 
sack—the cabbage is perishable, yes, but potatoes are not nearly as 
perishable as the cabbage, but still that same situation exists there in 
a substantial degree. I paid 714 cents a pound for potatoes in Wash- 
ington, when the growers were getting $2 to $2.50 in Maine, and when 
the grower is getting 50 to 75 cents I am still paying 414 and 5 and 6 
cents a pound. 

Mr. Ocren. Well, going back to cabbage, this may illustrate some- 
what what you have in mind. In 1956 the United States yearly aver- 
age retail price of cabbage was 7.9 cents a pound and the farmers 
received 1.8 cents which left a total margin of 6.1. That was a rela- 
tively low price for cabbage. 

Going back to 1952, we had a retail price of 9.4 cents; and the 
farm value was 3.7 and the margin was a little bit less. 
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Last year we had a price at the farm that was about 50 percent 
below 1952, and the price at retail was 114 cents or less than 20 
percent below. We have about the same margin. In other words, 
prices were moving up and down, but the impact of the relatively 
stable margins means that farm prices jump around a lot more than 
do the retail prices. 

Mr. McIntire. [If either basis is used, then you have a soft market. 
Every individual in a position in the distributive system has to 
widen his margin a little bit to protect for a soft market situation. 
While if you have a firm market situation every time he buys, if he 
is reasonably sure he will get his money out and a little more, he 
will work on narrower margins than he will if he thinks every time 
he buys for future delivery he may not get that money out and 
may take a loss. 

In other words, if you have a little short supply in perishables is 
the distributive system willing to take a narrower margin than 
when there is a long supply ? And do not they widen their margins 
in a long supply because of a softening tendency ? 

Mr. Ocren. We have some indication of that. Some of our studies 
have brought that out. 

Mr. McIntire. It is the accumulation of these slightly wider mar- 
gins to protect a soft-price situation which results in this sticking at 
the retail price in relation to the farmer’s price. Is that a fair 
analysis of it? 

Mr. Ocren. Yes; I would say so. 

Mr. Anruso. Mr. DeLoach, would you like to add any thing to what 
Mr. Ogren has said ? 

Mr. DeLoacu. I would like to make a couple of observations, Mr. 
Congressman. 

We must recognize that our marketing system has only one basic 
job to do, and that is to move products from the farm to the consumer. 
And, generally speaking, our marketing system is doing a very good 
job, if we compare it to other marketing systems of which we have 
an awareness. 

We have been studying this marketing system and attempting to 
measure the cost of distribution of farm products with the idea of 
learning something about the comparative efficiencies of processing 
and distributing farm products. 

We are finding that the costs of marketing are going up, and in the 
process of attempting to explain why marketing costs are going up 
we have settled down on three distinct points. 

One is that the price level, generally, is rising. A second is that 
we are gradually adding more and more marketing services along with 
the food products we are selling. And, third, we are just changing 
our ways of living and evaluating products we buy. 

I think our general statistics that we have published over a period 
of years will indicate a great deal of comparability in trends between 
the price of food products and the price of other commodities gen- 
erally—the price of labor, the price of transportation, and so on down 
the line. They are all following the same trend. 

Percentagewise, too, they are going up about the same rate. 

We have special commodity groups that frequently run into very 
distressing conditions as a result of imbalance of supply and demand. 
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When those conditions arise, the producers of such commodities fre- 
quently are out of business. 

And in a similar way to a small retailer or small wholesaler who 
cannot meet his costs as the result of the selling-price situation he 
faces. 

In our studies of marketing costs we are finding that volume is one 
of the most important factors we have to take under consideration 
when there are differences in the cost of marketing like or similar com- 
modities. When a retailer can distribute a large volume of product, 
that is an important cost consideration. It is equally important to 
wholesalers and to processors. 

We have chosen to study each of these factors affecting marketing 
costs and the extent to which it is possible to improve the manner in 
which the various services are performed and to learn whether we 

can reduce prices or improve services. 

Mr. Cootry. First, 1 want to thank you and your associate for your 
appearance before the committee and giving this testimony in the 
presence of these interested parties who have met with the committee 
today. I should like to ask you 1 or 2 questions which I think are 
pertinent to the observations you have just made. 

Have you had an opportunity to visit the Washington Street 
Market since you have been here ? 

Mr. DeLoacn. Yes, I have visited it. 

Mr. Cootry. Do you not agree that it is a disgrace to our distribu- 
tion system in that we should tolerate a marketing facility such as the 
Washington Street Market ? 

Mr. DeLoacu. I would say it appears to be a very ineffective 
system. 

Mr. Cootry. You know it is ineffective. It is similar to those of 
100 years ago. We have been shown pictures of the same market 
taken over 100 years ago, back in the horse-and-buggy days, before 
the modern transportat ion facilities we have now. 

[ believe this, that if we could prevail upon the officials of the city 
of New York to visit that marketing area and study it, as we have 
studied it, they would actually do something about it. 

Some of the things that you have mentioned have been very timely 
and well stated. I wish that these housewives who were here this 
morning could be here this afternoon. 

The housewife is buying today a lot of built-in service when she 
buys at one of these modern marketing grocery stores, is that true? 

Mr. DeLoacu. Yes. 

Mr. Cootry. Of course, we have the procedure and method of those 
who are operating our distribution system and which have within 
them transportation costs and produc tion costs over which they have 
no control, and all of the other items of cost which go into the com- 
modities before being purchased by the housewife, and some of these 
things we cannot do anything about. 

Do you not agree we can do something about the marketing facilities 
at the terminal markets ? 

Mr. DeLoacn. I think Mr. Crow will speak better on that. But I 
think you are right on the basis of what I have seen, I have not 
studied it. 

On the basis of just casual observations over time I would agree with 
you thoroughly. 
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Mr. Cootry. Mr. McIntire pointed out a moment ago that any mer- 
chant who is handling a highly perishable commodity in a rather fluc- 
tuating market, naturally, will want a wider margin of profit than one 
who is operating in a market where he knows that he has a reasonable 
chance to make a profit on a smaller margin. 

I think one thing that this committee might be able to accomplish, 
that is, to bring about an improvement in our distribution system, is by 
bringing about an improvement in our terminal market facilities. 

Mr. DeLoacu. It would be highly desirable. 

Mr. Cootry. That is all. 

Mr. Anruso. Thank you, Mr. DeLoach and Mr. Ogren. 

Mr. Fisher, would you come up? We would like to ask you a few 
questions, please. 

Mr. Fisher, your full name ? 


STATEMENT OF MAX FISHER, ASSOCIATED FOOD STORES, 
NEW YORK, N. Y. 


Mr. Fisuer. Max Fisher. 

Mr. Anruso. What is your business, Mr. Fisher? 

Mr. Fisurr. I am with the Associated Food Stores, produce de- 
partment. 

Mr. Anruso. You have been here this morning, and have heard the 
testimony of other witnesses and you were good enough to accompany 
the committee last evening to the produce market. 

Do you have any observations that you would care to make with 
reference to that produce market ? 

Mr. Fisuer. Where do you start? I think I told you last night, 
Congressman, that there was such an additional cost put on stuff that 
‘ame into the New York market unnecessarily; that it was almost 
close to $250,000 a day which I do not know whether we can save the 
whole $250,000, but we could save a good part of that by eliminating 
unnecessary expenses. 

Mr. Anruso. Would you mind explaining that additional cost ? 

Mr. Fisuer. Well, the setup of the New York market is not com- 
parable to other markets. In fact, we used to have quite a bit of 
business from outlying areas that came to this market, the New York 
market, which we have lost, because the New York market if they 
bought a car of lettuce, we will say, in California at $3 f. 0. b., the 
same as another outlying market, we had additional charges on each 
and every package because of our physical setup, that we had to get 
more for each package than outlying areas. 

Mr. Anrvuso. What was the result ? 

Mr. Fisner. The result, of course, was put onto the consumers. 

Mr. Anruso. And, also, the loss of business to the market ? 

Mr. Fisuer. That is right. Mr. Cooley said this morning—he was 
corrected, but he was not far wrong—he mentioned that New York 
enjoyed at least a 20-percent business of the perishable products— 
almost 20 percent that was shipped from the West, from the South, 
but we are down below the 10 percent—like that gentleman said— 
T do not know his name—he said, he is probably right, it is probably 
high at 10. 

Mr. Anruso. What is your recommendation, Mr. Fisher? 
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Mr. Fisuer. Well, my recommendation, I think New York should be 
or is entitled to a terminal that would be able to handle these com- 
modities from the South and North and West without these addi- 
tional costs tacked onto them. 

Mr. Cootry. You do handle a tremendous volume of fruits and vege- 
tables even now in the Washington Street Market, do you not? 

Mr. Fisuer. Yes, sir. 

Mr. Cooter. With a modern marketing facility you could probably 
double the volume that you now handle ? 

Mr. Fisuer. That is right. 

Mr. Cootey. You are familiar with that market, I am sure, the 
Washington Street Market; do you not agree that it is actually a dis- 
grace to our American distribution system that we tolerate a market 
of that kind? 

Mr. Fisuer. It definitely is. Well, most of the space, the build- 
ings that are there are not being utilized. A lot of old, antiquated 
buildings. They are dirty, and the merchandise is pulled through 
muddy streets, through the rain and slop, like you saw last night. 

Mr. Cooter. Trains and trucks cannot easily reach the market 
place? 

Mr. FisHer. That is our problem. You see, I think if we had a 
train terminal where we would be able to have access to the unloading 
of cars with trucks direct, without the extra transportation charges, 
that would solve the biggest problem. 

Mr. Cootry. You are in the distribution business itself, and of 
course, as I said this morning, I think that without doubt we in 
America have the best distribution system in the world. It is too 
expensive, and far too expensive, right here in this particular area. 

Mr. Fisuer. That is right. 

Mr. Cootry. You made the statement this morning, when we were 
examining other witnesses, that you were eager to be in a position to 
sell to the housewife at a reasonable price—you m: ade that statement. 
That was what you and all of your associates would like to do? 

Mr. Fisuer. That is right. 

Mr. Cootry. You are handicapped by having this antiquated mar- 
keting facility right here ? 

Mr. Fisuer. That is true. 

Mr. Cootry. Thank you. 

Mr. Anruso. Do you have any idea what it costs to unload or load 
a car of produce ? 

Mr. Fisuer. To unload and reload ? 

Mr. Anruso. Yes. 

Mr. Fisuer. Well, I would say that it would be over the $200 mark. 

Mr. Anruso. That figure that you gave, multiplied over and over 
again, would amount to about $250,000 ? 

Mr. Fisuer. That is right. 

Mr. Cooter. Just the handling charge? 

Mr. Anruso. That is wasteful. 

Mr. Fisuer. Wasteful. The cost of labor has increased. It is go- 
ing to be higher, not lower, from all indications. I cannot see where 
the cost will go down—the cost of handling. 

Mr. AnFuso. Let me ask you this. I know that the mayor of this 
city has sent a statement to the committee approving the marketing 
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bill introduced by Mr. Cooley and a similar bill introduced by myself. 
Who is stopping this obvious progress 4 

Mr. Fisuer. I could not honestly say. I think the mayor would 
know that. The mayor knows the conditions of the market, because 
he was campaigning 

Mr. Anruso. We are told by the mayor and, also, by his commis- 
sioner, that some of the people i in the market refuse to cooperate. 

Mr. Fisner. That is right. It has been my understanding of the 
matter that the people who receive the fruit, not the vegetables, do 
not want to move from this market because we have the auction rooms 
down at the pier here, and they are well satisfied because their han- 
dling of the fruit is not the same as the perishables. When I say 

“per “ishables” I mean vegetables. Bec cause, there, if a man is a carrot 
receiver, he will load it on the pier and it is sold through the auc tion 

and your truck and my truck and everybody’s truck comes and picks 
up without that extra handling charge. That is the difference. 

Mr. Anruso. Would they benefit or lose by a better marketing 
facility ? 

Mr. Fisner. They could not lose. 

Mr. Anruso. They would, perhaps, benefit ? 

Mr. Fisuer. Definitely. 

Mr. Anruso. All right. 

Mr. Fisuer. They could never be any worse than what they are. 

Mr. Cootry. I would like to ask one more question, Mr. ( ‘hairman. 
Isn’t it a fact that the prices on the New York, Philadelphia, Balti- 
more, and Boston markets actually influence prices of perishable com- 
modities in far distant places, ac tually, over the entire country ? 

Mr. Fisuer. Yes; that is true. But, of course, that has been 
changed in the last few years by the chain buying on the other end. 
That has become greater every year. The immediate locale, New 
York, Philadelphia, and Boston, you know, did have a great bearing 
on the setting of the free-on- -board prices. 

Mr. Cootry. Commodities come to this market from, I believe, 
more than 40 States in the Union; isn’t that right, Mr. Crow? 

Mr. Crow. Yes, sir. 

Mr. Fisner. That is correct. New York is a great distribution 
center. We can sell more cars, even on a slow market, than any ordi- 

nary city. The ordinary city will handle 1 or 2 cars. New York has 
the outlet to move more carloads than any city in the United States. 

Mr. Anruso. We thank you for your very valuable contribution. 

We have present today a group of gentlemen who are going to dis- 
cuss milk. They have written to the « committee in W ashington, and 
have asked for this opportunity. I might say, in calling these people, 
that whatever will be said by no means closes that situation. 

I said at the meeting in Syracuse that the committee would con- 
tinue these studies in W ashington, and full opportunity will be given 
to everyone connected with the milk industry who testified, so that 
today you might be receiving just one side. I want you to reserve 
any conclusions; I am sure that the members will, because there are 

many other sides and this a very complicated subject, this question of 
milk. 

We have Mr. Sol Chalek, who is president of the Associated Food 
Stores, and we will be pleased to have him make his statement to the 
committee. Proceed, Mr. Chalek. 
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STATEMENT OF SOL CHALEK, ASSOCIATED FOOD STORES, 
JAMAICA, LONG ISLAND, N. Y. 


Mr. Cuarek. My position on milk, of course, is from the point of 
view of the retail distributor, and our problem goes back many years 
due to the control of distribution of milk in New York. Partic ularly 
of course, the criticism we make is that competition has been defi- 
nitely ruled out in the milk industry in New York with the idea of 
preventing destructive competition. Under those circumstances, for 
the past 19 years, despite the tremendous growth of population in 
this area, not a single license has been issued to have an additional 
milk distributor in the city of New York. Those are the records that 
are in Albany. 

Mr. Anruso. You mean there is a lack of competition ? 

Mr. Cuatek. With the tremendous growth of the supermarkets, of 
apartments, houses, population, that we have in the city of New York, 
it is still concentrated in the same number of dealers that we had 19 
years ago. 

Mr. Anrvuso. You mean no new dealer has been licensed in 19 
years ¢ 

Mr. Criavex. Correct. 

Mr. McIntire. Could we get a definition of what we are talking 
about ? 

Mr. Cuatexk. A dealer is a milk distributor or milk-company proc- 
essor, that is located in the city of New York and delivers milk to 
stores to be sold at retail to the consumers. Does that answer your 
question ¢ 

Mr. McIntire. How many are there now ? 

Mr. Cuarexk. Offhand, I think, it is in the area of about 150. 

Mr. McIntire. How many more do you need ? 

Mr. Cuatex. It is not how many more we need. The idea is that 
we have the concentration of power in this limited group, and they 
can only change by virtue of the fact that some person may buy an 
existing company—and the fact is that it extends much further than 
that, because for all of these years—I should like to modify that and 
not say “all of these years,” but in recent years—I would say for 10 
years anyway—even the control of distribution to the retail outlet 
has been so concentrated that the stop or the customer would not 
be pilfered by one company or another. It would stay put by, per- 
haps, a gentleman’s agreement or by association or other influences 
that exist among the milk distributors. 

In the New York City area, where they do not have the competition 
in existence, when a new store opens up, at that time, they would ap- 
proach the owners and offer them a gratuity for the stop, and they 
outbid each other, and the most recent price is as high as $400 a case or 
equivalent to $20 a quart for daily purchase. 

In other words, if a store distributes 200 quarts a day, or 10 cases, 
he can get a gratuity as high as $4,000 if he bargains and pits one 
milk dealer against another. 

In many instances it has gone even further, to the point where they 
have reached the $400 price, and they do not want to pay any more; 
he would offer them a loan without interest of a few thousand dol- 
lars or many thousands of dollars, if it is a large stop, for a period of 
time, 5 vears, or thereabouts. 
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Mr. Anruso. Mr. Chalek, isn’t it the law that in order to get a new 
license you must show that the milk dealers in operation cannot meet 
the need and that there is an increase in population, for example, which 
would have to warrant the issuance of a new license ? 

Do you mean to say that in spite of that, in spite of the fact that 
there has been an increase in population, in spite of the fact that cer- 
tain dealers cannot meet the present market, nevertheless there has 
been no new license issued ? 

Mr. CuareK. There have been new licenses issued and the burden 
of proof, of course, as the law today is, is on the shoulders of the 
Department of Agriculture, but I cannot see it—they do not even try 
to prove it, because I have experience whereby these things happen. 
We cannot justify it by the fact that they can supply the requirements, 
yet you won’t prevent : additional stores from opening up. 

Mr. Coorry. Who is throttling and controlling these things and 
limiting the number of distributors who operate in New York? 

Mr. CHALEK. Well, the full power is concentrated in one individual, 
that is, the commissioner of agriculture in the State of New York. 

Fur ther than that, as long as I am on the subcommittee, I made some 
notes here. In the Marketing Administration Bulletin—this is for 
July—we have the average price paid to the farmer for milk, is $4.09 
in July. The price of class 1-A milk in September, this is a supple- 
mentary sheet—but it is in the same neighborhood, $5.83 was paid for 
fluid milk, that is for class 1. And class 3 is $3.17 for 47 quarts or 
100 pounds. : 

Here we have a differential of almost 314 cents a quart for milk. 

The farmer gets $4.09. 

Mr. McIntire. That is the blend price ? 

Mr. Cuatex. That is the blend price. He gets $4.09. Class 3 is 
used for evaporated, powder, for condensed, for butter and for cheese. 

Originally, you know, it probably served the purpose when we had 
large surpluses of milk and for the purpose of absorbing that, we have 
created a low price so that it would be manufactured into commodities 
that can be stored. However, the situation is such that where the 
Government has stored millions and millions of dollars worth of these 
surpluses, we pay for it. The housewife can save 31% cents. 

The retailer, so far as he is concerned won’t have an increased protit 
but not a decreased profit, and the Government will not be compelled 
to store the surpluses or give them away. Whereby the milk can be 
sold for 314 cents at retail increasing the consumption of fluid milk 
and discouraging the tremendous manufactur ing to create these sur- 
pluses by having the blend price regardless of what class of milk. It 
1s the same milk. 

Mr. Cootry. Did I understand you to say a moment ago that because 
of the number of distributors in the city of New York, because of the 
limited numbers, that the distributors were competing with each other 
in taking on new customers ? 

Mr. Carex. Yes. 

Mr. Cootry. They were, in fact, in effect buying new customers? 

Mr. Crarex. Correct, correct. 

Mr. Cootry. You have many unhappy farmers in the State of New 
York. All the unhappy farmers are not living down in North Caro- 
lina. There are a lot of unhappy farmers right here in the State of 
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New York; a lot of dairy farmers too, because they are not permitted 
to sell their milk and dairy products in this market. Have you any 
suggestion as to how that situation might be improved ? 

Mr. Cuarex. That would take us into the class of being an expert 
on milk, and I do not want to volunteer any suggestions. 

However, I have been in the retail business for thirty and some odd 
years and we have experienced very many heart- aching situations. 

In several instances, we have rented a vacant store w vhere there was 
a former food operator, retail food merchant, and we would rent that 
store and if the supplier of milk served it within less than 2 years 
before, we would not be able to get service from another milkman 
except the one that was in there up to 2 years ago. 

Mr. Cootry, Why ? 

Mr. Curate. Because the stop belongs to the man who served that 
store originally if it was less than 2 years ago. 

Mr. Anruso. Do you believe that there should be some kind of 
national legislation to govern the milk distribution in the United 
States? 

Mr. Cratex. I think that we have certainly plenty of laws govern- 
ing distribution. I think they should be modified whereby they 
would be beneficial to the consumer much more than they are to the 
in-between distributor. 

As far as the farmer is concerned, if $4.09 was not enough and you 
pay him $4.10 to $4.15, it would not change the retail price of milk 
so much while he would receive an additional income for his produc- 
tion, but the in-between price in making all of these classifications, 
sets up a barrier because this price of $4.09 is determined by how much 
milk is used for the purpose of manufacturing. 

Mr. Anruso. How many stores do you have ? 

Mr. Cuatex. Two hundred and eighty. 

Mr. Anruso. Would you be w Ning to submit a statement to the 
committee if you were called to Washington ? 

Mr. Cuatex. Whenever you ask me to. 

Mr. McIntire. I would like to ask a question on the observation 
that you made at the very last there. 

On this blend price of milk, if I recall your statement correctly, you 
said that it was dictated by the amount of milk that went into manu- 
facture? 

Mr. Cuatex. Yes. 

Mr. McIntire. Could you not say that it was dictated by the volume 
of class 1 milk that was moved ? 

Mr. CuareK. Definitely not. No. The price of milk selling be- 
tween 26 and 28 or 29 cents at various stores, regards the sale of milk 
because that price is too high. It is an important commodity. But 
I think the purchasing power is not sufficient to consume the “milk in 
the fluid state when it is that high. That is the reason it has no 
bearing. According to these figures percentagewise 50 percent is 
used for manufacturi ing, and much more milk is being distributed at 
retail in the fluid state. 

Mr. Anruso. Thank you. Is Mr. Levin here? George C. Levin? 

I should like to say this, Mr. Levin, for the record, that you have 
made a request not only of this committee, but also of another com- 
mittee of Congress, for the purpose and opportunity of testifying. 
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I want you to know that we wish to give you that opportunity, but 
I also want to state for the record that this is not a full scale study 
of the milk industry, and, therefore, we will take your statement as 
briefly as possible, and ask if you would be good enough at some 
future date to present your views in more detail in Washington. 

I know that you made a trip from New Jersey—that is where you 
are from 

Mr. Levrn. I should explain 

Mr. Anruso. And therefore, I might ask you, if you would not 
mind, to be as brief as you can for this afternoon’s hearing. 


STATEMENT OF GEORGE C. LEVIN 


Mr. Levin. I am so grateful for the opportunity to be here that I 
shall be more than brief. Part of the alos that I wanted to cover 
has been covered, I think, by Mr. Chalek. 

I am one of those unhappy dairy farmers that the chairman com- 
mented upon. I own and operate and have for many years a dairy 
farm in Suffolk, N. J., 290 acres and now have about 50 dairy cows. 
gan addition, I happen to be a practicing lawyer in the city of New 

ork. 

In or about 1953, when the dairy farmer situation became very 
serious, I tried to find out what was happening to me. I supposedly 
am of average intelligence and I could not find out the reason for 
the dilemma I was in, at a time when everybody was enjoying pros- 
perity and has been for 4 years since. 

Everybody knows that a dairy farmer has been suffering since 1953 
a very serious depression. 

As I studied this very complicated industry which will take more 
than the few minutes that I have to even touch the highlights, I came 
to certain definite conclusions, some of which I wanted to leave with 
your committee, and at some future date, in view of your chairman’s 
admonition, I would like to supply further data. 

I say that the trouble is that the dealers in this city, as Mr. Chalek 
has started to explain, constitue a monopoly. These do not want to do 
anything to disturb existing conditions. The best evidence of that 
fact is what has happened with respect to the gallon job. Your chair- 
man commented about the Washington market. He said that the 
distribution system as there exemplified is ancient and antiquated as 
compared to most business. 

I think way back in the investigation of 1939 it was found that the 
milk-distribution system is the same as in the horse-and-buggy days. 

In the city of Washington today and for the past 2 years, milk has 
been sold in gallon jugs for 78 cents. You gentlemen who live in 
Washington have often seen this advertisement of High’s, a chain- 
store, which successfully markets milk at 78 cents a gallon. 

That practice has been adopted in other jurisdictions. 

In Chicago, milk has been sold by the gallon for 77 cents for years; 
in Milwaukee for 65 cents; in Springfield, Mass., for 78 cents; and in 
Akron, Ohio, for 60 cents. 

You heard the ladies this morning tell you that they went and 
bought milk for anywhere from 26 to 28 cents per quart. They could 
buy it in our stores in half gallons and maybe save a penny, but they 
cannot buy it in gallons. 
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I ask you, gentlemen, to find out through your great powers why 
we cannot have gallon juss in New York. 

For years, interested parties have fought to try to get a bill through 
the New York Legislature legalizing the sale of gallon jugs; last year 
it finally went through. The bill was vetoed. This year the bill was 
passed. It was signed and approved by Governor Harriman on April 
29 of this year. : 

I ask you, gentlemen, to find out for me and the rest of the dairy 
farmers why there is no sale of gallon jugs of milk in the metropolitan 
area, the richest, biggest, the most prosperous milk market in the 
world. 

Why do I emphasize gallon jugs? If you sell milk in gallon Jugs 
and bring down the price, that immediately increases consumption— 
the trick is to increase consumption. 

I dispute the chairman that there is a surplus of milk in this area. 
There is a spurious surplus. This is a forced underconsumption by 
maintaining too high a price by paying to the truckman and the pas- 
teurized workmen more money than they are entitled to for the little 
work they do in comparison to the hard work and effort put in by the 
dairy farmers. 

When I am talking to this committee I am not talking for myself 
because I can make a living without my farm. But, gentlemen, it 
hurts me as I go around the countryside, and I see the serious plight 
of God-fearing men who work hard, who have the risk of disease in 
their herd, the vicissitudes of the weather to contend with, and they 
cannot make a living. 

I call to Your Honors’ attention—— 

Mr. Cootey. That is all right. 

Mr. Levin. I forget where I am. You are still Your Honors. I 
call attention to the fact that in my community, in the northwesterly 
part of the State—you may not be able to find it on the map, it is so 
small—we are in the center of the dairy industry. We had originally 
800 farmers in the dairy business in our country. That has been cut 
down in recent years to 400. 

The New York milk shed which in 1950, I think, had 50,000 farm- 
ers delivering milk to this area has dwindled in those elapsed years 
by 7,000. Why is it nobody gets excited about that and wants to 
know why that is happening? 

We do hear a lot of talk about small-business men and little in- 
dustry and protecting them. There is the finest and most fundamental 
small business in this community. Why isn’t something done to find 
out something about its difficulties ? 

It is only when they are stupidly led and decide to strike. Why 
do these men decide to strike? What is it that causes it? 

Three large farm machinery companies in my area have given up 
their franchise and do not have any dealers. When those large com- 
oe whose names I won’t mention and who are listed on the Stock 

xchange, withdraw their dealerships it is a serious thing for their 


workmen, I think, out in Iowa, who lose their jobs, because that is re- 
peated in other communities. 

One of the basic reasons—I am trying to go over this very rapidly— 
is what Mr. Chalek testified on price. That is the difference between 
the manufactured price and fluid milk price. 
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All of you know, particularly those of you who may come from the 
Midwest, that the manufactured product brings a smaller price, al- 
though it is the same pure fine milk. 

Historically years ago to meet certain conditions we had a system 
devised whereby to encourage the dealer to take all of the milk that 
the farmer produced, he was given virtually a bonus. He was given 
that milk which he used for manufacturing purposes at a reduced 


orice. 

; Well, the big milk dealers are pretty clever. They found out that 
the money is in the manufactured product, in the ice cream, in the 
butter, in the milk powder, and they started to sell that product. They 
do not buy or sell fluid milk beyond a certain level, and the best proof 
of that is, What do they advertise? Where do they spend their money ? 

This is from a New York daily paper. On one side you see Break- 
stone—they are a subsidiary of National Dairy. It is trying to sell 
Breakstone’s Cream Cottage Cheese. The milk that goes into that 
cheese it gets at about 30 or 40 percent discount. 

The same thing with Borden who are trying to sell Starlac, that 
is trying to educate our community away from drinking fluid milk 
because it makes more money out of milk powder which is a class 3 
product. That ad appeared in almost all of the New York papers 
on Thursday. But I didn’t see any great big ads for milk. 

I will go to one other point and then I will desist. 

Here is a full-page ad which cost a lot of money. If I am cor- 
rectly informed this ad in the New York Times on Thursday, Sep- 
tember 26, 1957, published by Kraft, subsidiary of National Dairy 
Corp., is pushing margarine. I say it is reprehensible for National 
Dairy to compete with the farmers of this country to promote in this 
fashion the sale of margarine which kills the sale of butter, upon 
a the prosperity of milk is founded; it ought to be legally for- 

idden. 

The milk market administrator in fixing prices ought to take into 
consideration the amount of milk which goes into butter which is 
diverted because the sale of margarine is increased. Every time you 
sell margarine you lose a butter customer. Every time you lose a 
butter customer you push down the price of milk nationally. 

Mr. Anruso. May I have that for the record? 

If I may, I would like to incorporate these two ads into the record. 

Mr. Levin. I apologize for taking so much time. 

Mr. Anruso. No apologies are necessary. As one member of the 
committee whispered to me, “We wish we had more time.” 

I hope you won’t mind coming to Washington. 

Mr. Levin. I want to thank the committee for allowing me to be 
here today. It isa privilege. 

Mr. Coorry. I should like to join with Chairman Anfuso in 
thanking you for your appearance and for your splendid statement. 
Having presented the statement, what recommendation do you suggest ? 
You are a lawyer and you are learned in the law. Do you visualize 
your problem or the problem of the dairy farmers of this State as a 
problem that could be appropriately considered by Congress or is the 
trouble right here in the State of New York? 

Mr. Levin. It is twofold. The conditions are aggravated in New 
York, but the same conditions obtain in other parts of the country. 


CR a ea 
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I tried to read up on this very complex industry, and I have a few 
suggestions. 

One is publicity. More hearings like your committee is conducting 
which I hope will be ventilated in the press. Our public does not 
understand how milk is priced. Our public is suffering under the 
misapprehension that the farmer gets a subsidy. They do not know 
there has not been a subsidy paid to the dairy farmer since December 
1945. They do not know the intricacies of the Government support 

rogram. 

I would like to express my gratitude to you, Congressman Cooley, 
for what you have done in litigation that you have aroused which 
resulted in a decision in favor of the Department of Justice against 
the Department of Agriculture under which some large companies 
are at present under duty to pay back some quarter of a million dol- 
lars, and if other litigation now pending results the same way it will 
be close to $2 million. 

The support program is not for the dairy farmer. It is for the 
large processor, and I am not going to hesitate to mention names. 
The large processors are Borden, National Dairy, Foremost, Pet Milk, 
Carnation, and companies of that type who operate on a national 
basis. They get the money when they turn it over to the Commodity 
Credit Corporation, nonfat milk solids and butter and Cheddar 
cheese. The dairy farmer does not get it. 

Mr. Coorry. You are right about that. I think there is one thing 
that we failed to do and that is to maintain better public relations 
for agriculture than we have maintained in the past year because, as 
you say, the average citizen does not understand the problems of ag- 
riculture at all. 

Mr. Levin. That is right. 

Mr. Coorry. I mentioned the fact a moment ago that you had 
unhappy farmers in New York. They are unhappy. I know what I 
am talking about. Governor Harriman signed a bill legalizing the 
sale of milk in gallon jugs you wondered why they were not being 
used. 

Mr. Levin. That is right. 

Mr. Cootry. From what I heard here today I am inclined to believe 
that some sort of monopoly does exist 
Mr. Levry. There is a monopoly. 

Mr. Cootry. In this business in New York City? 

Mr. Levin. There is a monopoly. The United States attorney of 
this district ought to start an action against these big companies and 
the big cooperators whom I say are not working in the interest of the 
farmer. Why haven’t they spoken up? Why do I have to come before 
the committee and tell you these facts which I am developing? They 
are collecting I think $2 million annually from the milk marketing 
administrator. That money is given to these cooperatives to repre- 
sent the dairy farmer not to sit there asleep and try to maintain the 
status quo which they feed. I say liven up these dairy co-ops. 

Mr. Ksseoee) Thank you. We do have your address? 

Mr. Levin. Yes, sir. My home address is 115 West 55th Street, 
New York City. My farm is Shale Hills Farm, RFDS. 
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(The two ads are as follows :) 
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I Scie seciipabtenilidit een THE NEW. YORK TIMES.’ THURSDAY, SEPTEMBER 2% 1967. 


NEW! MIRACLE MARGARINE FROM KRAFT! 


O FULL-SIZE STIGKD 


in each one-pound package 
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Six full- siz Sticks (instead of four) in every King-Size package 


Whipping does wonderful things for other foods—and 


now 1t does wonderful things for margarine. Because 
it's whipped, Miracle Margarine is pleasingly light in 
texture. It melts instantly on your tongue. Full flavor 
. is released immediately 
herause it’s And it spreads evenly and easily with almost no 
pressure from your knife. You can spread far more 
slices of bread with every pound. 


Pick up a King-Size package of Miracle Margarine 
-the new margarine made by Kraft. Each pound 
contains 6 full-size sticks instead of 4. 


Look for Miracle Margarine in your grocer’s refrigerator case. j 
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Mr. Anruso. Dr. Crow has a very interesting study, the famous 
Stanford Study of the New York Market. He has a prepared state- 
ment. He was kind enough to introduce that into the record, and in 
order to close today’s hearing properly, as my learned colleague from 
Alabama said, he is going to illustrate and give us a representation of 
ae Stanford Study on the things we have been talking about. Dr. 

row. 


STATEMENT OF WILLIAM C. CROW, MARKETING RESEARCH DIVI- 
SION, AMS, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Crow. I was asked to point out how food, especially fresh fruits 
and vegetables, is handled within the New York City markets. In 
pointing out just the highlights of this information 1 would like to 
call your attention, first, to the map that you see over here of the 
metropolitan area of New York City. The five boroughs, Brooklyn, 
Queens, The Bronx, Manhattan, and Richmond, make up New York 
City proper, and the Long Island area, and the area toward the north 
of the map and west in New Jersey constitute the remainder of the 
metropolitan area. The market which we visited last night, as you 
oad is the largest market for fresh fruits and vegetables in the 
world. 

Excluding the bananas that merely flow through this port, the fresh 
fruits and vegetables that are handled in the area in a year, total about 
165,000 carloads. These products come from 46 States and 37 foreign 
countries. If we were to put that quantity of fruits and Gabetables 
into a railroad train that train a reach halfway across the United 
States, which gives us a good idea as to the volume. 

In terms of dollars at the wholesale prices in New York that is 
$350 million worth of fresh fruits and vegetables handled here each 

ear. 

The cost of transporting these products from producing areas that 
are often thousands of miles away is an important part of the price 
ras» the consumer pays in New York, as has been pointed out already 
today. 

These commodities arrive by rail, by truck, by air, and by boat. 
Due to perishability of the product, speed, refrigeration, and careful 
handling are, of course, very important. 

About 85 percent of the quantity brought into this city is consumed 
within the metropolitan area. The remainder goes outside to places 
not too far away. 

We have here on this first chart a map that shows the location of 
the markets through which these products move. The area marked 
“No. 1” at the lower end of Manhattan is the market we visited last 
evening. The other rectangular marks on the map are other jobbing 
markets through which these products pass. Those other markets 
receive a large portion of their supplies from the market that we 
visited last night. The round dots are chainstore warehouses. Over 
to the right of this map of the lower Manhattan market area are the 
wholesale stores that handle fresh fruits and vegetables. To the left 
are the piers that jut out into the river. Here is a picture of this 
market area which shows how it is located right in the skyscraper dis- 
trict of New York City. Washington Street is in the middle of the 
picture. The piers are to the right. 
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This next picture shows a larger portion of this section of Manhat- 
tan. The Washington Street market is in the center of that skyscraper 
district. 

The only point in bringing forth these pictures is to show that this 
market obviously is on high-priced land where it is very difficult to 
widen streets, bring in railroad tracks, and provide for the efficient 
handling of products on a one-floor level. 

With that much background as to what this market looks like, let 
us turn next to the flow of these products through the market. 

Stanford Research Institute has made for us a study of the flow of 
these products through the market. Of the 165,000 carloads that come 
in here each year, about 111,000 move through this lower Manhattan 
market district, consisting of the piers, and those stores that we visited 
last night. 

The remaining 55,000 move directly to these other markets and 
chainstore warehouses without entering this congested lower Manhat- 
tan area. 

It is interesting to note as you look at that chart, which traces the 
complicated flow of these products through the city, that the major 
portion of fresh fruits and vegetables in this city moves through two 
wholesale establishments, between the time they reach the city limits 
and their arrival at the retail stores. Part of the products move 
through as many as three wholesale establishments. 

Of the 111,000 cars handled in the lower Manhattan district, only 
23,000 are sold directly to retail outlets. The remainder of that 
111,000 goes to another wholesaler or jobber located in lower Man- 
hattan, elsewhere in the city, or just outside the city, in the metropolitan 
area or its environs. 

Of the 111,000 cars handled each year, in that market, that we 
visited, 30,000 cars are floated across the river to the railroad piers, 
another 30,000 are trucked to the Washington Street area from team 
tracks located at various points in New Jersey and in New York 
City proper; 5,800 are brought in by boat, and moved from the various 
boat piers into the lower Manhattan market; 44 carlots are brought 
in from airports and 44,000 carlots are received in the lower Man- 
hattan market each year by truck directly from producing areas. 
There are about 200 cars that are hauled from the farmers’ markets in 
other sections of the city. 

Of this total volume, 32,000 cars are sold at the auctions, located on 
the piers. The remaining 89,000 are sold in the store area and on 
West Street that we visited last night. 

More than 10,000 cars are handled both at the auction and in the 
store area, and more than 12,000 cars are handled in 2 stores in the 
Washington Street area. That means then that of the 111,000 carloads 
handled in the lower Manhattan market district, 22,000 are handled 
twice in that one area, to say nothing of the quantity handled again 
somewhere else in the city. 

From lower Manhattan market 58,000 carloads of fresh fruits and 
vegetables move to jobbers located in the metropolitan area; 9,400 to 
chainstore warehouses; 20,000 to dealers outside the metropolitan area; 
and the 23,000 I referred to a moment ago directly to the retailers. 

It is interesting to note that of the 44,000 carlots arriving by truck 
in this market, 14,000 arrive in trucks too large to go into Washington 
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Street. So they are stopped on West Street, the wide street with the 
elevated highway, where they must be reloaded in smaller trucks and 
carried to Washington Street. 

Another principal market is the Bronx Terminal Market located 
right on the southern end of the Bronx. There are 14,000 carlots han- 
died there each year. While the majority of these are brought di- 
rectly from out of town, nearly half are purchased in lower Man- 
hattan. The Bronx Terminal Market supplies largely retailers located 
in the vicinity of that market. 

Mr. Cootry. You say about half of the volume of the Bronx mar- 
ket consists of fruits and vegetables and perishable commodities that 
are purchased in the Washington Street market and taken out to the 
Bronx market ? 

Mr. Crow. That is correct. The same thing is true with the Brook- 
lyn Terminal Market which operates in the same manner. More than 
half of the total volume handled there is purchased in this lower 
Manhattan area. The remainder is received direct by rail and truck 
from producing areas. 

Mr. McIntire. Is that true primarily due to arriving on the west 
side of the river and, also, arriving imports that come in being un- 
loaded there? Is that the origin of this half that goes over to the 
Bronx and Brooklyn ¢ 

Mr. Crow. Yes; but that isn’t the whole reason because a large num- 
ber of the dealers operating in the Bronx and Brooklyn markets 
need smaller than carlot amounts. They pick up these smaller pur- 
chases in the lower Manhattan area. Those two sources, the one you 
mentioned and the other, account for most of their supplies. 

I think it is interesting to note as I hurry through this flow of 
these products where the products wind up, where the consumers 
are, or where they are eaten. 

Hence we have here next another map of the area which shows the 
distribution of all fresh fruits and vegetables from the standpoint 
of the retail stores where they finally come to rest. 

You will note on this map that less than 19 percent of all fresh fruits 
and vegetables moving through marketing facilities in New York is 
sold to the retail outlets on Manhattan Island. Thus Manhattan 
Island lacks a great deal of being all of New York City. 19.6 percent 
moves over to Brooklyn; 11.5 percent to Queens; 13 percent to the 
Bronx; and 1 percent to the Borough of Richmond, making a total 
of 63.6 percent of this total volume that is handled in retail stores 
in New York City proper. 

Of the remaining roughly one-third that moves outside of the city 
limits, nearly 10 percent moves to consumers on Long Island, about 
8 percent to metropolitan and upstate New York, about 10 percent to 
the metropolitan area in New Jersey, and 9 percent to other out-of- 
town points. 

It is also interesting to note that during the past 18 years the 
volume sold by retail outlets in Manhattan has declined from 42,000 
carloads to 30,000 carloads. In percentage that is a decline from 
24.4 percent of the total consumed in Manhattan 18 years ago to 18.5 
percent consumed in Manhattan now. The percentage going to 
Brooklyn, to Queens, Bronx, and Richmond is essentially the same now 
as it was 18 years ago. There has been a small decline in the per- 
centages going to New Jersey and to metropolitan and upstate New 
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York, with a great increase in the percentage going to Long Island, 

and a fair increase in the percentage moving to other out-of-town 
oints. 

; This is a hurried description of the flow of these products through 

the market, but I would like to emphasize a point that I know you 

are most interested in: What does it cost to get these products through 

these channels in New York City ? 

The Stanford report shows that the cost of unloading railroad cars 
on the piers is about $55 per carload. That would amount to about 
$1,660,000 a year for unloading the 30,000 railroad cars that are un- 
loaded on those piers in the area we visited. 

To move weticia from the railroad piers to the stores in Washing- 
ton Street, a few blocks away, costs about $85 per carload, and from 
the various railroad team tracks to these stores the cartage charge 
ranges from $90 to $100 per carload, depending upon the location of 
the team track. 

On the total movement from railroad, boat, farmers’ markets, and 
airports to the Washington Street stores, the cartage cost is more 
than $4 million a year. Of the 40,000 carlots arriving in lower Man- 
hattan market by truck, from producing areas, I mentioned that 
14,000 of them are stopped in West Street. It costs $70 a carlot to 
get those products from West Street over into Washington Street, 
about two blocks away. This makes a total cost of moving products 
from the places where they are first unloaded to the Washington 
Street stores approximately $5 million a year. 

I would like to point out that this is a cost which could be reduced 
very materially if these carriers bringing supplies from producing 
areas, whether they be railroads or trucks, could bring the railroad 
car and the over-the-road truck to the wholesaler’s warehouse and 
unload directly on the floor of that warehouse. The cost of unload- 
ing under those conditions would probably be roughly $10 a carload. 

The average cost of unloading a carlot of products at the Washing- 
ton Street stores was determined by the Stanford study te be about 
$12.70. ‘That is, unloading the truck after it gets there. The cost of 
loading the buyer’s truck was determined to be $17.70. 

Handling within the store, just moving it in and out again, $23 
per carlot for those carlots that move inside of the store. You realize 
that quite a bit of it is merely placed on the sidewalk and not moved 
into the store. Therefore, it is not subjected to that particular charge. 

The average cost of transferring products from one store to another 
was determined to be about $37 per carlot on the 12,400 carlots that 
moved through 2 stores, 

Hence, the total cost of moving products into, within, and out of 
the Washington Street stores, is, roughly, $3 million a year. 

Of the products handled at the railroad piers which do not move 
to Washington Street stores, there is a service charge for protecting, 
checking the products, and so forth, and loading them onto the trucks, 
which amounts to $60 per carload. For the approximately 23,000 
carlots subject to this charge, the annual cost for this operation is 
about $114 million per year. 

The total reonie po bar value of the space used for handling fresh 
fruits and vegetables on piers and in the stores in Washington Street 
is reported at $1,700,000 per year. 





72 FOOD MARKETING COSTS 


Now we have those products only into the stores in Washington 
Street. The carting cost for moving that 111,000 carlots handled 
in the lower Manhattan market to other markets or retail outlets in 
the metropolitan area, plus the cost of loading trucks of out-of-town 
buyers, were determined to be more than $714 million a year. One 
reason, of course, why trucking costs from the market area are high 
is the large amount of delay encountered in the market due to traffic 
congestion. Traffic studies of the time lost in the market by vehicles 
hauling products away from it show that the annual cost of delay of 
these trucks due to traffic congestion exceeds $2 million. Delays to 
vehicles bringing products to Washington area from the railroads, the 
piers, the airports, and the producing areas, are, of course, serious, 
and account for the cartage rates being as high as they are. 

On the basis of the best figures which the market operators could 
ive us it appears that waste and spoilage within the market due 
argely to the poor handling methods costs about $114 million per 

year. 

If we added up these figures that I have recited they amount to 
about $2114 million annually. These are the principal handling costs 
involved in moving 111,000 carlots into, within, and to the next market, 
beyond the lower Mesketion market. But most of them still are not 
at the retail store. They are just at the next market. 

The 58,000 carlots which this market sends each year to jobbers 
located in other parts of the metropolitan area are subject to fur- 
ther handling in these jobbing establishments and cartage to the 
retail outlet. That cost is another 414 million. 

Likewise, the 9,400 cars that move from this market to chain- 
store warehouses undergo handling charges at those warehouses and 
must be delivered from:the warehouse to the retail store, and that 
costs about $900,000 a year. 

So all of the items of cost that I have pointed out on the 111,000 
carlots add up to about $27 million, or about $250 per carlot. That 
is only on that portion of the supply of this city that moves through 
the lower Manhattan market district, and these are not all of the 
costs of operating there. They are only those involved in the phys- 
ical handling of these products from the time they reach the city 
limits until they arrive at the retail outlet. 

The cost of the salaries of salesmen, bookkeepers, and other store 
operators are not included. Nor are the costs of supplies, equip- 
ment, communication, insurance, travel, and other expenses that do 
not have a direct relation to the facilities and handling methods. 

One other point I wish to make. I should like to point out to 
the committee that no group seems to be pleased with the conditions 
that make these costs so high. Least of all the operators in the lower 
Manhattan market area. 

The wholesalers operating there more than 2 years ago appointed a 
market study committee that has been working to find ways to im- 
prove marketing efliciency. Buyers, of course, deplore the condi- 
tions they find, and consumers who are familiar with the marketing 
process are rather amazed with the complicated system which exists. 
Of course, the present conditions create problems for the city, the 
railroads, and truckers. Still improvements in the situation can be 
made only by action of many groups. Single operators find it diffi- 
cult, if not impossible, to move out by themselves. Concerted action 
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of all who are concerned is a difficult thing to achieve. Thank you 
very much, 

Mr. Anruso. Thank you very much. 

(The prepared paper of Mr. Crow is as follows:) 


STATEMENT OF WILLIAM C. Crow, MARKETING RESEARCH DIVISION, AGRICULTURAL 
MARKETING Service, Unirep STATES DEPARTMENT OF AGRICULTURE 


New York City is the largest market for fresh fruits and vegetables in 
the world. Excluding those bananas which merely move through this port, it 
received during the year ending June 30, 1956, the equivalent of about 165,500 
carlots from 46 States and 37 foreign countries. This quantity, if placed in 1 
railroad train, would require a train more than 1,400 miles long, which would 
extend nearly half way across the Nation. The wholesale value of the 125 dif- 
ferent kinds of fruits and vegetables moving into this city each year is nearly 
$350 million, at New York prices. In order to supply the consumers of this area 
with these products throughout the year, large quantities must be drawn from 
far away places such as California and Florida. Each of these States supplies 
about one-fifth of New York's total. 

The cost of transporting these products from the thousands of farms where 
they are produced is an important part of the price of food to the consumer. 
These commodities arrive by rail, truck, boat, and air. During the 12 months 
ending June 30, 1956, 86,384 carlots came by rail, 72,485 by truck, 6,587 by boat, 
and 44 by air. Due to the perishability of these foods speed, refrigeration, and 
careful handling are important aspects of transportation. 

While more than 85 percent of these foods moving through the marketing 
facilities of New York City are consumed within the metropolitan area, the 
remainder goes to help feed the people in upstate New York, New Jersey, Con- 
necticut, and Pennsylvania, with small quantities moving beyond this region. 
Thus from the point of view of both the number of States supplying food to its 
markets and the number being fed by it, New York is one of the principal inter- 
state markets of the Nation. 


DESCRIPTION OF THE MARKETS 


Fresh fruits and vegetables coming to New York City are first unloaded at 
dozens of places throughout the metropolitan area. A part of the rail receipts 
are unloaded on a number of team tracks in the city and across the river in 
New Jersey. Others are floated across the river and unloaded on piers, while 
firms so fortunate as to have their warehouses on track unload railroad cars at 
their door. Supplies arriving by boat are handled first at a number of piers along 
the waterfront, and trucks take their cargo directly to the market districts and 
individual warehouses scattered throughout the city. 

Since retail grocers and other buyers cannot visit so many places to obtain 
fresh produce, picking up a few commodities at each place, nearly all the 
165,500 carlots received move through 12 wholesale market districts and a num- 
ber of chainstore warehouses (chart 1). Most of these products move through 
two or more of these market areas between the point of their arrival and the 
retail outlet. 

Sixty-seven percent of the fruits and vegetables handled in New York City 
proper move through the Lower Manhattan Market consisting of 5 railroad piers 
and 213 wholesale houses (chart 2). The principal activity at the railroad 
piers is the fruit auction, but about 5,500 carloads move from these piers to the 
Washington Street stores without moving through the auction. Washington 
Street is the nerve center of the Lower Manhattan Market, and the place 
where most of the fruit and vegetable marketing activities are conducted. But 
Washington Street itself has no rail or boat connections, so all incoming supplies 
except those arriving by truck must be unloaded elsewhere. The trucks hauling 
rail and boat receipts from these scattered unloading points join the over-the- 
road trucks bringing supplies directly from producing areas to create a traffic 
problem in the Washington Street Market. The large over-the-road trucks must 
stop on West Street, and unload their cargo on smaller vehicles to move the 
products the remainder of the distance to the wholesale stores. These trucks 
bringing in supplies when added to those of buyers make more than 1,000 trucks 
in the market at one time during the peak hours of a market day. Throughout 
a 10-hour period of a typical market day more than 800 trucks are in this market. 





74 FOOD MARKETING COSTS 


Washington Street is one of the deep and narrow canyons on densely popu- 
lated Manhattan Island (chart 3). Not for any particular reason does the fresh 
fruit and vegetable industry occupy this high-priced land of Manhattan, except 
that it has just continued in this location since the early days of the city’s 
development. In addition to the 213 wholesale houses for fruits and vegetables 
in the Washington Street area, on adjacent streets are large numbers of whole- 
salers of butter, cheese, eggs, poultry, meat, and other products. Dozens of 
brokers, shippers, and distributors who do not take physical possession of the 
merchandise have offices in this market area. 

Next to the Lower Manhattan Market in importance is the Bronx Terminal 
Market which consists of 70 stores, only a part of which are used by fruit and 
vegetable wholesalers, and a farmers’ market. This market handles the equiva- 
lent of about 14,000 carloads annually, nearly half of which is previously handled 
in the Lower Manhattan Market. It serves retail outlets located primarily in the 
Bronx and northern Manhattan. Another 10,000 carlots are handled in the stores 
and farmers’ market of the Brooklyn Terminal Market. More than half the 
volume handled in this market is previously handled in lower Manhattan. Its 
Sales are largely to retail outlets in Brooklyn. 

Nearly 36,000, 22 percent, of the 165,500 carlots of fresh fruits and vegetables 
moving through trade channels within New York City are handled by chainstores. 
These organizations have warehouses with direct rail connections at various 
places throughout the city. About three-fourths of the products handled by 
these firms are brought directly to their facilities from producing areas, while 
the remainder is purchased in local markets. 

The remaining market places in New York City are smaller jobbing markets 
which obtain most of their supplies from other wholesalers within the citv and 
distribute them to retail outlets in their neighborhood. 


FLOW THROUGH THE MARKET 


A study made for the Department by Stanford Research Institute shows that of 
the 165,500 carlots passing through New York City facilities during the year 
ending June 30, 1956, about 110,950 carlots moved through the Lower Manhattan 
Market, while the remainder, amounting to nearly 55,000 carlots, moved directly 
to other markets and chainstore warehouses without entering the lower Manhat- 
tan area. The major portion of fresh fruits and vegetables moves through 2 
wholesale establishments and a considerable part through as many as 3 (chart 4). 

Only 23,600, or 21 percent, of the 110,950 carlots handled in the Lower Man- 
hattan Market is sold directly to retail outlets. The remainder moves from the 
original receiver to another wholesaler or jobber located in the market, elsewhere 
in the city, or outside the area. The 110,950-carlot volume handled in this market 
consists of 30,198 cars floated across the river to the railroad piers, 30,638 car- 
lots trucked to the Washington Street stores from railroad team tracks, 5,800 
moved in from boat piers, 44 carlots hauled from airports, 44,070 carlots received 
by truck from producing areas, and 200 carlots moved to Washington Street mer- 
chants from the farmers’ markets. Of this total volume, 32,100 carlots are sold 
at the auction and 89,250 in the Washington Street area. More than 10,000 car- 
lots are handled both at the auction and in Washington Street. Since more than 
12,000 carlots are handled by 2 firms in Washington Street, the total volume 
passing through 2 places of business in the Lower Manhattan Market exceeds 
22,000 carlots. 

From the Lower Manhattan Market 57,750 carlots of fresh fruits and vege- 
tables move to jobbers in the metropolitan area, 9,400 to chainstores, 20,200 to 
dealers outside the metropolitan area, and only 23,600 directly to retail outlets. 
Geographically, only 17.6 percent of the products handled in the Lower Man- 
hattan Market is sold to outlets on Manhattan Island, 20 percent goes to Brooklyn, 
7.8 percent to Queens, 9 percent to the Bronx, and 1 percent to Richmond, making 
a total of 55.4 percent distributed within the city proper. Of the 44.6 percent 
moving outside the city limits, 8 percent goes to Long Island, 4.1 percent to Con- 
necticut, 8.6 percent to metropolitan and upstate New York, 14.9 percent to 
metropolitan New Jersey, and 9 percent to all other destinations (chart 5). 

Of the nearly 14,000 carlots handled by the Bronx Terminal Market, 5,250 
earlots arrive by truck and 2,350 by rail from producing areas (chart 6). The 
remaining 6,250 carlots are obtained from firms in the Lower Manhattan Market 
district. About 90 percent of the sales on this market are to retail outlets in the 
Bronx and northern Manhattan. Practically all of the remainder is sold in the 
adjacent sections of the metropolitan area. The Brooklyn Terminal Market 
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receives about 4,700 of its nearly 10,000 carlots handled directly from producing 
areas by rail and truck, the remaining 5,100 carlots being purchased in the Lower 
Manhattan Market. About 94 percent of the sales of this market are to retail 
outlets in Brooklyn and the nearby section of Queens. The remainder goes to 
other parts of Long Island. 

Most of the 35,790 carlots of fresh fruit and vegetable business of chainstores 
in New York City is handled through their warehouses located on the New Jersey 
side of the river and in Queens (chart 7). They also have warehouses in the 
Bronx and on Long Island just outside the city. The chains receive 26,190 
earlots directly from producing areas and purchase 9,400 carlots from dealers 
in the Lower Manhattan Market. About two-thirds of their total volume is sold 
to consumers within New York City, with nearly all the remainder going to their 
retail outlets in other parts of the metropolitan area. 

About 18.5 percent of all fresh fruits and vegetables moving through marketing 
facilities in New York City is sold to retail outlets on Manhattan Island, 19.6 
percent to Brooklyn, 11.5 percent to Queens, 13 percent to the Bronx, and 1 
percent to the Borough of Richmond—making 63.6 percent to all points within 
the city (chart 8). Of the 36.4 percent moving outside the city limits, 9.6 percent 
moves to consumers on Long Island, 7.8 percent to metropolitan and upstate New 
York, 10 percent to metropolitan New Jersey, and 9 percent to Connecticut, 
other parts of New Jersey, Pennsylvania, and other points. It is interesting to 
note that during the past 18 years the volume sold by retail outlets in Manhattan 
has declined from 42,647 carlots to 30,520, a decrease in the percentage of the 
total from 24.4 percent in 1938 to 18.5 percent in 1956. The percentage going to 
Brooklyn, Queens, Bronx, and Richmond is essentially the same as in 1938. 
There has been a small decline in the percentages going to metropolitan New 
Jersey and to metropolitan and upstate New York, with a great increase in the 
percentage going to Long Island, and a considerable increase in the percentage 
moving to other out-of-town points. 


SOME COSTS OF HANDLING 


The Stanford report provides considerable information on the costs of handling 
fresh fruits and vegetables at each place where they are handled as they flow 
through marketing channels in New York City to retail outlets. The cost of 
unloading railroad cars onto the piers is about $55 per carload, which would 
amount to $1,660,890 for the 30,198 cars so handled. To move products from 
the railroad piers to stores in Washington Street costs about $85 per carload, 
and from the various railroad team tracks to these stores the cartage charge 
ranges from $90 to $100 per carload. On the total movement from railroads, 
boats, farmers’ markets, and airports to the Washington Street stores the cartage 
cost is more than $4 million per year. Of the 40,870 carlots arriving in the 
Lower Manhattan Market by truck from producing areas, an estimated 14,870 
carlots come in trucks too large to enter Washington Street. These must be 
stopped on West Street, and the cartage cost from this point to the store of the 
Washington Street merchant averages $70 per carlot equivalent. This makes 
the total cost of moving products from the places where they are first unloaded 
to the Washington Street stores approximately $5 million per year. 

The average cost of unloading a carlot of products at the Washington Street 
stores is estimated to be about $12.70, the cost of loading the buyer’s truck $17.70 
per carlot. Handling within the stores costs about $23 per carlot, while the 
average cost of transferring products from one store to another was determined 
to be about $387 per carlot on the 12,400 carlots which move through 2 stores. 
The total cost of moving products into, within, and out of the Washington Street 
stores is estimated to exceed $3 million per year. 

On the products handled at the railroad piers which do not move to Washing- 
ton Street stores there is a service charge for protecting, checking the products, 
etc., and loading them onto trucks amounting to $60 per carload. For the approx- 
imately 23,000 carlots subject to this charge the annual cost for this operation 
is about $1,380,000 per year. The total annual rental value of space used for 
handling fresh fruits and vegetables on piers and stores in the Lower Manhattan 
Market is reported to be nearly $1,700,000. 

Cartage costs for moving the 110,950 carlots handled in the Lower Manhattan 
Market to other markets or retail outlets in the metropolitan area plus the cost 
of loading trucks of out-of-town buyers were determined to be more than $7,500,- 
000 per year. One reason why trucking costs from the market area are high 
is the large amount of delay encountered in the market due to traffic congestion. 
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Traffic studies of time lost in the market by vehicles hauling products away from 
it show that the annual cost of delay of these trucks due to traffic congestion 
exceeds $2 million. Delays to vehicles bringing products to the Washington 
Street area from railroads, piers, airports, and producing areas also are serious 
and are a factor in determining the cartage rate levied against the product. 
On the basis of the best figures which market operators were able to supply, it 
appears that waste and spoilage within the market—due largely to methods of 
handling and inadequate facilities—costs more than $1,300,000 per year. 

The costs enumerated above, amounting to about $21,500,000 annually, are the 
principal physical handling costs involved in moving the 110,950 carlots into, 
within, and to the next market beyond the Lower Manhattan Market. The 57,750 
carlots which this market sends each year to jobbers located in other parts of the 
metropolitan area are subject to further handling costs in those jobbing estab- 
lishments and costs of delivery to retail outlets totaling $4,500,000. Likewise, 
the 9,400 carlots which move from the market to chain-store warehouses undergo 
handling charges at these warehouses and delivery costs from such houses to 
retail food stores approximating $900,000 per year. 

The items of cost which I have pointed out are only a part of the cost of 
handling the 110,950 carloads of fresh fruits and vegetables that move through 
the Lower Manhattan Market. They cover essentially the physical handling of 
these products from the time they reach the city limits until they arrive at 
retail outlets in the metropolitan area or are placed on buyers’ trucks to be 
hauled out of the city. Costs of salaries of salesmen, bookkeepers, and other 
store operators are not included. Nor are the costs of supplies, equipment, 
communications, insurance, travel, and many other expenses of a marketing 
firm. Even so the total of the items listed reaches the impressive figure of $27 
million per year, or nearly $250 per carlot. 


MARKET OPERATORS’ DILEMMA 


I should like to point out to the committee that no group is pleased with the 
conditions that make these costs so high. Least of all the operators in the Lower 
Manhattan Market area. The wholesalers operating here more than 2 years 
ago appointed a Market Study Committee that has been working long and hard 
to find ways to improve marketing efficiency. Buyers deplore the conditions 
they find, and those consumers who are familiar with the marketing process are 
amazed with its complications. Present conditions create problems for the city, 
the railroads, and truckers. Still improvements can be made only by action 
of many groups. Single operators find it difficult, if not impossible, to take 
individual action. Concerted action of all who are concerned is difficult to 
achieve. 


Mr. Coorry. First, I would like to compliment you upon the 
splendid presentation of the situation in this area. 

I would like to ask you what about renting in the lower Manhattan 
area and, particularly, in the Washington Street Market. What 
rents are being paid by the occupants of those stores now ? 

Mr. Crow. They vary according to the location of the store. Those 
that are fortunately enough situated to be on the corner pay higher 
rents than those that are less accessible. 

Mr. Cooter. I do not mean to ask you to give me the exact amount, 
but do you consider the rents that are being paid there now high? 

Mr. Crow. I consider them high. I think the best way to answer 
your question, and the most meaningful way, is to say that those 
rents are high enough that it would be possible to provide space in 
a modern facility with very little change in the rent bill they are 
paying now. 

Mr. Cootry. That is the point I was going to make. In other 
words, they could operate more efficiently and more economically in 
a modern facility. 

Mr. Crow. That is right. 

Mr. Anruso. For the same amount of money ? 
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Mr. Crow. For about the same rent, and make large savings, of 
course, on handling costs. 

Mr. Cooter. It would save, you say, overall, roughly more than 
$25 million a year that is being wasted. 

Mr. Crow. They could save nearly half that amount. 

Mr. Anruso. Would you, Mr. Crow, give us a set of those charts 
in reduced form for the record ? 

Mr. Crow. Yes. 

(The charts referred to above are as follows :) 
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Cnart 8 
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Mr. Anruso. Thank you very much. 

I wish to announce that tomorrow we will meet at 10 o’clock sharp 
and we will try to finish before 1 o’clock in case anyone may desire 
to go to the game. 

should like to take this opportunity now of thanking Commis- 
sioner Anthony Masciarelli for the splendid cooperation which he 
and the mayor of the city of New York have given to us. 

(Whereupon at 4:30 p. m., the committee was adjourned, to re- 
convene at 10 a. m., Wednesday, October 9, 1957.) 
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WEDNESDAY, OCTOBER 9, 1957 


Hovwuss or REPRESENTATIVES, 
SUBCOMMITTEE ON CoNSUMERS StruDy 
OF THE COMMITTEE ON AGRICULTURE, 


New York, N.Y. 


The subcommittee met at 10 a. m., pursuant to recess, in room 220, 
United States Customs House, New York, N. Y., the Honorable Victor 
L. Anfuso (chairman of the subcommittee) presiding. 

Present: Representatives Anfuso, Cooley (chairman of the full 
committee), Grant, Knutson, Jennings, and McIntire. 

Also present: Representative Keogh, and Francis LeMay and Wal- 
ter W. Wilcox, staff consultants. 

Mr. Anruso. This committee will come to order, please. 

Ladies and gentlemen, we are going to try to finish these hearings, 
if at all possible, that is, today’s Seaman before 1 o’clock. 

This morning we are to discuss the subject of “trading stamps,” 
which has been very much in the public eye throughout the country. 

We note that some States have passed legislation regarding trading 
stamps. We have received letters and documents from various sources 
both pro and con. 

There are those who think that the trading stamps help to increase 
the cost of the food product; and there are those who state that it is 
merely an advertising matter, that the costs do not go up at all, but 
merely stimulate sales. 

This committee intends to get the full story. We have already 
heard from members of the Department of Agriculture. 

We did hear from some other witnesses in Washington, D.C. This 
morning we are to hear from representative individuals who will 
speak both pro and con. 

The subject is so vast that, obviously, the committee will not make 
any determination at this time and will continue to hear further 
witnesses in Washington and receive additional testimony. 

At this time I wish to offer for the record a statement of the National 
Federation of Independent Business. 

(The statement is as follows :) 

NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Cincinnati, Ohio, October 4, 1957. 
Hon. Victor ANFUSO, 


Chairman, Consumers Study, 
New York, N.Y. 


My Dear Mr. Anruso: I greatly appreciated an invitation to appear before 
the committee holding hearings on trading-stamp plans, and regret very much 
that other commitments make it impossible. 

It is my deep desire, however, to make the following statement, which I 
hope will be included in the record of any testimony you may compile. 
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Our office has vigorously opposed trading-stamp plans on the grounds that 
such plans are harmful to small business; that the cost of the stamps and the 
promotion of same are passed on to the consumer in one form or another, and 
that no part of the added cost of living finds its way into the pockets of farmers, 
whose share of the consumer dollar is at an alltime low. 

We presented this argument to the Federal Trade Commission; to the House 
and Senate Small Business Committees; and other agencies of the Government, 
including sworn testimony of retailers who said they would be forced out of 
business if they continued offering stamps, without passing the cost on to the con- 
sumer. 

Service-station operators testified under oath before the FTC investigators 
to the effect that their suppliers (the major companies) were forcing them to 
take on stamp plans, on threat of losing their lease. Testimony along this line 
was sworn to in our office here at 450 Commercial Square in Cincinnati, before 
two FTC investigators. Those testifying were from this area, from Indiana, 
and Kentucky. 

There have been various estimates made that stamp plans and promotion of 
same, has passed the billion dollar mark, and surveys made by such reputable 
sources as Reader’s Digest, Time magazine, and Duke University of Law, have 
shown beyond a question of doubt, that stamp plans cannot be operated on any 
basis under a cost of 24% percent, and there is no evidence whatsoever that the 
farmer receives any part of this increase in the cost of living. 

The great Safeway chain presented testimony to the Federal Trade Com- 
mission in which it was stated by Safeway: “We are in a position to know the 
facts, and the facts are that stamp plans cannot be operated under 2% percent, 
which, due to low margins of profit in our industry, must be passed on to the 
consumer.” The power of stamp plan promotions was so great, however, that 
after spending millions of dollars fighting stamps, giant Safeway adopted stamp 
plans in areas where they had a foothold with the public. 

In a private meeting, the president of the Kroger Co. labeled the trading 
stamps a “disease.” The president of Colonial Stores stated the costs will 
ultimately be passed on to the consumer. The president of the Grand Union 
chain referred to stamps as “squirrel food,” and numerous other chain officials 
have not only voiced such statements, but have agreed unanimously that stamp 
plan costs must be paid by the customer. 

Consider the recent statement of Jewel Tea Co. officials in Chicago, who 
charge that stamp plans are a “very expensive promotional tool” and if widely 
adopted in Chicago “could up food costs in that city by $37 million.” The presi- 
dent of Jewel reported that a Jewel-controlled chain recently acquired was giv- 
ing stamps, adding “food costs in that area are higher than in our other stores.” 

Surveys have shown that a 33-percent increase in sales in almost all cases 
is necessary to offset stamp plan promotions and cost of stamps. It has also 
been shown that any increase in business where stamps are first offered, that 
when others take on the stamps, most of the increases are wiped out. Once 
hooked with the stamps, a merchant is afraid to give them up for fear his com- 
petitor will take them on. Thousands of merchants would testify that if they 
keep the stamps they will go broke—and any number will admit that cost of 
the plans are covered in highly dishonest ways. 

It should therefore be very clear that, when a stamp company signs an exclu- 
sive contract with a big chain, the service stations, hardware dealers, and other 
kinds of business nearest to the chain’s units must sign up at once or lose their 
ehances to attract the customers of the big chain. This argument is used by 
stamp company salesmen, and whether true or not, the unwilling independent 
is brought into the scheme. 

Immediately the representatives of competing stamp companies sign up an- 
other chain and the process is repeated, with the best known stamp companies 
getting the biggest chains, and then refusing to sell their stamps to direct com- 
petitors of the chain, thereby creating a monopolistic condition, in that second- 
and third-rate stamp plans are no real competition to the leaders when the inde- 
pendents, in desperation, take them on. 

Various claims have been made that millions of dollars in unredeemed stamps 
have gone into the pockets of stamp companies. State legislators would be 
willing to testify that they have been bribed to drop their support of antistamp 
legislation, and surely the millions of dollars spent on signs, circulars, news- 
paper, radio, and TV advertising, and the millions invested in stamp books and 
premiums, store buildings, huge earnings of stamp companies, and the large 
incomes of stamp-company Officials had to come out of the pockets of consumers. 
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We therefore urge, for these stated reasons, and for many other reasons con- 
cerned with the economic well-being of small business and the well-being of the 
consumer and small farmers, that you use your prestige and influence in bringing 
out the facts in this trading-stamp matter, during the study you are conducting 
or, should I say, being held under your chairmanship. 

There is no doubt in my mind that the future of thousands of small businesses 
may depend upon some kind of drastic action to curb or halt the operation of 
stamp plans in this country. 

I am attaching an open letter to the Federal Trade Commission, and a reprint 
of my column containing excerpts from a 1915 decision of the United States 
Supreme Court, giving State legislatures the power to outlaw stamp plans, in the 
public interest. 

Again I say that any study of stamp plans should concentrate on determining 
to what extent the farmer has been harmed, and to what extent have the plans 
contributed to our present inflation in prices. 

Ep. WIMMER, 
Vice President, Public Relations Division. 


AN OPEN LETTER TO THE FEDERAL TRADE COMMISSION 


CINCINNATI, OHIO, August 27, 1957. 
Subject: FTC investigation of trading-stamp plans. 
Hon. JoHN W. GWYNNE, 
Federal Trade Commission, Washington, D.C. 


My Dear JupGe: You would know, of course, that we have been anxiously 
awaiting the Commission report on trading stamps, and it has been a job to 
convince the businessmen and organizations with whom we have contact that 
FTC may come to the rescue. 

My primary reason for writing you at this time is to report on the conven- 
tion of gasoline dealers held here in Cincinnati, at which time I spoke on 
the subject of trading stamps and other problems. 

This convention, like most others I have attended, was notable for the fact 
that delegates were unanimously agreed that, if nothing is done to curb the 
operations of the stamp companies, thousands of small businesses which might 
otherwise survive are doomed. 

A Georgia delegate who spoke to the convention accused the big gasoline sup- 
pliers of forcing dealers to take on stamps, just as they are doing here, and 
of which you have sworn testimony taken in our office. This same delegate 
told the convention that, in any area where the stamps are widely given out, 
no dealer can stay in business without cheating his customers in one way or 
another. 

This is admitted by leaders in the petroleum industry and I say that a big 
percentage of the service-station operators who have gone out of business 
these past 2 years are out because of stamps. Look at the appliance business, 
which the stamp companies are affecting so disastrously, and consider the utter 
breakdown in consumer resistance to the false promises of something for nothing, 
which stamp companies and their biggest customers emphasize. 

I know that the Commission cannot put these people out of business, but 
if their stamp plans create monopolistic conditions within an industry, by 
limiting the most popular stamps to the biggest and best customers, enabling 
the chosen few to take a competitor’s trade with false promises, it falls within 
the power of FTC to end such a condition. 

One of the biggest weapons of the stamp companies is the claim that “premi- 
ums are free,” when the records show that, in one way or another, the con- 
sumer pays for whatever is offered as free. It has been hard for me to under- 
stand these many past years, why the Commission has not halted all offers 
of something “free” whemever the prize is attached to a purchase of anything. 
In the case of trading stamps, there is no chance for any chain or individual 
to maintain sufficient volume to pay their cost once a number of tradesmen 
are offering the stamps, and this is admitted by officials of the biggest chains 
and proven in research by leading authorities on the subject. 

We are faced with a dangerous situation in America, the continued liquida- 
tion of the independent retailer and his smaller suppliers, and adding to this 
danger is the ever-increasing merger of both large and small corporations upon 
which he must depend for supplies. This threat to the freedom of all of us is 
widely recognized, and recently called America’s No. 1 curse by John Knight, 
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the great newspaper publisher, yet the economic murder continues unabated. 

We recognize the increasing activities of the Federal Trade Commission in 
its many attempts to protect small business and the consumer, and I think 
we understand the larger burdens placed upon your own shoulders and those 
of your fellow Commissioners, but, judge, the very life of countiess enterprises 
is now dependent upon what the Commission does about the stamp issue, and 
I hope there will be no further delay. 

The president of the Kroger Co. called the stamps a disease. The president 
of Grand Union said they are a form of “squirrel food.” The giant Safeway 
chain, after spending millions to brand them a gigantic racket, finally took 
them on, and the Dominion Stores in Canada went so far as to run a double- 
page newspaper spread, headed: “Go Home, Yankee Stamp Racketeers, and 
Take Your Canadian Cousins With You.” 

I watched the stamp companies spend huge sums to destroy efforts to get 
State legislation, and it is said over the country that FTC delay in reaching 
conclusions on the problem is due to pressure at the national level. It is not 
a good situation, and needs to be remedied at the earliest possible date. 

Thanking you for the fine cooperation we have already received on so many 
other matters, and with very best wishes, 

Sincerely, 


Ep. WIMMER, 
Vice President, National Federation of Independent Business, Inc. 
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1915 DECISION LABELS STAMPS 


“DANGEROUS EVIL": sere cue store orto 


JOS, McKENMA, £. D. WHITE. OLIVER WENDELL HOLMES, CHAS. EV. 
PITWEY WILLIS VAN DEVANTER, 305. @ LAMAR J © Kenttnoee 


FOR THE PAST TWO YEARS, this column has persistently 
called attention to statements of outstanding authorities, that— 
“trading stamp plans are a plague upon the free enterprise 
sytem; are destroying countless small businesses, and causing 
millions of homemakers to lose their sense of values.” 
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SAFEWAY sisi 


SAYS 


YOU ARE ENTITLED 10 Tht tAGTS 


FOR A FOOD SHOPPER TO BE MISLED ABOUT TRADING STAMPS. ON THE 
SURE THEY APPEAR TO BE SOMETHING ‘FREE’ WITH FOOD PURCHASES. 
THIS FLLUSION IS CREATED BY THE STAMP MERCHANT WHO ADVERTISES A FEW ITEMS 
AT LOW PRICES TO GIVE THE IMPRESSION THAT ALL HIS PRICES ARE LOW. 
BUT STAMPS ARE NOT ‘FREE’. FAR FROM IT. THE MERCHANT HAS TO BUY FROM THE 
STAMP PROMOTER EVERY STAMP HE ‘GIVES’. AND, AS WITH ANY OTHER BUSINESS EX- 
PENSE, HE MUST PASS THE COST OF STAMPS ALONG TO HIS CUSTOMERS IN HIGHER 
PRICES. THESE HIGHER PRICES USUALLY SHOW UP PRINCIPALLY IN THE SELDOM, OR 


NEVER, ADVERTISED ITEMS. AND IT IS THESE ITEMS WHICH REPRESENT THE BIGGEST 
PART OF THE FOOD SHOPPER’S BUDGET. 


MOST SHOPPERS ARE NOT IN A POSITION TO KNOW THE EFFECT OF TRADING STAMPS 
ON FOOD PRICES. SAFEWAY IS IU THAT POSITION. ITS OUR RESPONSIBILITY TO STUDY 
ALL THE FACTS—IN ORDER a ee a ae ee gee 
FACTS ARE THAT STAMPS ADD 2 TO 3% TO A MERCHANT'S COST OF DOING 
BUSINESS .... AND THE ONLY WAY HE CAN RECOVER THAT COST IS BY CHARGING 
HIGHER PRICES FOR THE FOOD HE SELLS. 


THE RESULT OF TRADING STAMPS IS ALWAYS A HIGHER FOOD BILL FOR THE CUSTOMER.” 





6 The ebeve statement is reprinted eae & ae te ee een ort tenet Out Gu & 
S oe ee oe & public service, and an snewer te the claims of some advertisers that Stamp 
costs 
(Signed), oe in Oe 
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Mr. Anruso. We will first hear from Harold Unterberg. 
Mr. Unterberg, will you please identify yourself for the record? 


STATEMENT OF HAROLD UNTERBERG, GENERAL COUNSEL AND 
SECRETARY FOR THE ASSOCIATED FOOD STORES; ALSO REPRE- 
SENTING THE FOOD INDUSTRY ALLIANCE 


Mr. Unverserc. I am Harold Unterberg. I am with the law firm 
of Unterberg & Unterberg, and, also, general counsel and secretary 
for the Associated Food Stores. We have also been retained by the 
Food Industry Alliance in this matter. Food Industry Alliance is an 
organization composed of some of the large leading independent chain 
and cooperative retail food merchants in the city of New York, and 
that includes Long Island and part of New Jersey. 

Both organizations, I do not have to add, are strong opponents to 
the trading-stamp plan and what it represents as an impact on the 
increase of cost of food to the consumer and an added expense to re- 
tailers which is not normal to the general food-distribution cost. 

I would like just briefly to begin to summarize what the trading- 
stamp plans are, because we have found a lot of people discussing trad- 
ing stamps and frequently they do not have exact knowledge of what 
it is. So far as we are concerned in this case, and I am going to stick 
primarily to the impact on the retail store and then the retailers, trad- 
ing stamps, the basic features of the trading-stamp scheme, varies very 
little. 

One company may have a little variation, but, basically, these are 
features that are parts of all, and, incidentally, it has changed very 
little through the years. Trading stamps are purchased in advance 
by retailers from the trading-stamp companies, using pads of 5,000 
for $10 or $15. The prices charged the retailers range from $2 to $3 
per thousand stamps. In other words, this is an added cost to the re- 
tailer of about 214 percent of the merchant’s sales. 

If we try to link it in a factual presentation to weekly sales, in other 
words, if a food retailer’s average weekly business is $20,000, he is re- 
quired to have in his possession for distribution 200,000 stamps for 
which he must pay in advance. The trading-stamp people don’t deal 
on credit. So that he has an advance cost of anywhere between $1,400 
to $1,600 each week before he opens his door for business. 

Of course, we know the retailer does not give these trading stamps 
to their customers in a common ratio, it being 1 stamp for each 10 cents 
of purchase. 

These stamps are then accumulated by the customers in books, hav- 
ing spaces for 12 to 1,500 stamps, and the customer, normally, to fill 
such a book, has to make $130 worth of purchases. 

This, basically, is the stamp plan, the advanced cost to the retailer. 

What is the impact of it, nationwide? 

Surprisingly, now, the stamp problem has not become localized. 
It has grown to such an extent that it streatches from the west coast 
to the east coast, north and south, to the extent today 

Mr. Anruso. Before you leave that point, to clarify your first 
point, do you mean that the retailers who deal or accept these stamps 
must make a payment for them ? 
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Mr. Unrersera. Yes. Incidentally, whether the stamps are re- 
deemed or unredeemed, the retailer gets no credit. This is an abso- 
lute advance cost to his business. 

Mr. Anruso. What is the cost? 

Mr. Unrterserc. The costs? Well, the cost varies from 2 to 3 per- 
cent. But we will take the Department of Commerce figures; they 
strike an average of 214 percent of the gross sales, not the profit but 
the gross sales. 

r. Anruso. That is the first point ? 

Mr. Unvereera. That is the first point. 

Mr. Anruso. Go right ahead. 

Mr. Unrersera. It varies. The Department of Commerce esti- 
mates that half of all families in the United States are saving stamps. 
That is over 40 million families. The sale of stamps to retailers-— 
this is not distribution to customers—the sales I have talked of before, 
of stamps, have been quoted from statistics from the Department of 
Commerce and other sources, reliable sources—the estimated volume 
exceeds over $700 million. This is a figure of $700 million added to 
the cost of doing business to the retailer a year. 

Today this cost is a fact that has been injected into food-distribu- 
tion prices. This fact becomes very important when we consider that 
the average net income—and I am talking of the net profit of a re- 
tail store today—if he sells 2 percent, that is exceptionally good—the 
average, I would say, is between 1 and 2 percent. So, in other words, 
a retailer pays 2 cents on each dollar for these stamps, which almost 
wipes out the income that he derives from his business. 

We have then this situation, that the retailer has this cost to make 
up from his business. I do not think anybody would expect a re- 
tailer to absorb that cost or operate at a loss. Even our stamp people 
say that, in order to break even, he would have to increase his volume 
15 to 20 percent—in order to break even. One of the contentions is 
that the cost will be absorbed by increased volume. Let us examine 
that for the minute. 

When one retailer in an area adopts stamps he might have a com- 
petitive value, but today competition forces the other retailer to adopt 
stamps as well. There is not one retailer that we have heard of that 
was a willing subscriber to such a plan. When all of the retailers in 
the area have the same competitive advantage, then it comes back to 
the same forces of competition. In other words, the advantage one 
has to get the volume is the same in the other store. So, they re- 
vert again back to the old system of merchandising; stamps have 
lost all benefit. So, there is no increased volume at that point. This 
argument then falls. 

Secondly, stamps themselves are no miracle. They cannot produce 
a volume when in a particular community the volume potential has 
been reached. But that particular store would have to put on stamps 
by reason of competitive forces because the areas adjacent have stamps. 

But he cannot increase his volume if he is getting all of the volume 
in that area. Again, then, there is additional cost. 

The only way he can continue operating his business is to pass this 
cost. on to the consumer. <A 2 percent cost, a 2 percent profit. Some- 
where someone has to pay for this. And who does it? It is the 


consumer. 
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Statistics have been given—and I have read the testimony before 
this committee by some economists, indicating in some area surveys 
there have been no increase in costs in prices. 

I recall Daniel Webster once saying that the Devil himself can 
quote the Scriptures for his own benefit. 

The costs that these people have on national brand items are not 

raised—they cannot afford to—but where the costs are, in special items 
ooh meat and produce, things in which you cannot make comparison, 
except where there is another force, another chainstore publishing 
prices. 

The average housewife is a very astute and sharp shopper. She 
will read the ads. She will know what national brand products cost, 
but the ones that are not advertised are the ones that are increased. 
So that when a housewife goes in and buys, we have all of those sta- 
tistics and surveys that have been shown, the average cost between a 
stamp store and a nonstamp store has often been as much as 8 percent 
higher in a stamp store because of these hidden items. 

The costs have to be made up. 

Mr. Anruso. Would you like to be interrupted or make your 
statement ? 

Mr. Unrerperc. I believe I would like to be interrupted because I 
feel that this would crystallize questions. 

Mrs. Knutson. Did you read the report that the Department of 
Agriculture made in testimony before our committee several months 
ago? 

Mr. Unterserc. I understand they did. I did not read their report, 
but I have read the various marketing research reports. 

Mrs. Knutson. They issued a preliminary report saying that trad- 
ing stamps did not raise prices—they did not find that and further- 
more, the U niversity of Indiana reported the same thing, they could 
not find any increases in prices. 

Mr. Unterserc. With all due respects to the Vredenburg report— 
I think you are referring to that—his statement was along the lines 
that I have just indicated. 

In other words, these three facts, that the competitive value or the 
question of cost, in an area where all stores are issuing stamps, the 
competitive value or the advantage is lost. 

Secondly, the potential of the area where the volume cannot be 
increased by reason of the population itself. There, of course, the 
cost cannot be absorbed. 

Mrs. Knutson. Their testimony is a matter of record. 

Have you one similar to that? 

Mr. Unrersere. I have here the Department of Agriculture Market- 
ing Research Report No. 169, and if I may just quote from that. Here 
they are talking about the question that we have of increasing sales. 

Though many retailers experience an increase in sales following the introduc- 
tion of a stamp plan, the size of this increase can vary greatly. 

The first dealer in his immediate trade area to introduce stamps may have 
an increase in sales that will more than meet the entire cost of stamps. 

n the other hand, if the grocer already has a large share of his possible cus- 
tomers, there may be little or no increase in sales. 


Then, too, even though sales increase at first, they may not continue to do so 
if competing stores adopt trading stamps. 


97926—57—_—-7 
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In instances such as these last two cases, unless a retailer can save in other 
ways, all or part of the cost of the stamp plan must be passed on as higher 
prices, or he will have to take smaller profits or even a loss. 

Mrs. Knutson. I am not interested in that. I am interested in your 
report. Have you received a similar report to that of the Department 
of Agriculture or of Indiana University ? 

Mr. Unrerserc. No, we have not. What we have, the information 
we have had is regarding these various surveys. 

I had at one time the items of special products, but I do not have it 
with me, in the stores in metropolitan area. 

Purchases were made in stamp stores and nonstamp stores which 
bear out these conclusions that are reached by the marketing report 
and, also, the statements that I have just made. 

Mrs. Knutson. Would you say that yours is comparable to the wide 
scope in which these two studies were made ? 

Mr. Unrerserc. No. But I am not professing to be a statistician. I 
am dealing in simple arithmetic of facts. 

If an area has so much volume that it can produce, let us say, $1 
million of sales per year by reason of population the introduction of 
stamps by themselves will not lift that to 2 million, nor by reason of 
the fact if one person, if one of the big chainstores is using stamps 
and another chain is using stamps of a similar caliber, the competitive 
advantage to the consumers, they are going to get stamps from those 
stores; therefore, the cost then or the competitive advantage or the 
incentive, for one customer to go to this store as against the store 
that does not have stamps is lost. 

Mrs. Knutson. Did you check ? 

Now, for instance, they have different ways of setting up the 
merchandise. 

They have precheckout. They have packing facilities. Have you 
checked that against some of the prizes that some of these stores give, 
to find a comparison where they are giving away automobiles and fur 
coats, and so on? 

Mr. Unrerserc. Today because of the saturation of the stamps all 
of these stores that are giving stamps are now compelled to go into 
the same promotiona] items as before. Because the competitive ad- 
vantage is lost by stamps alone. So these stamp stores that are giv- 
ing stamps are giving away cars, gift certificates, in the same pro- 
motional way as they did before. 

Mrs. Knutson. To look at it from the standpoint of how a woman 
looks at it, a woman shopper, would you say that she is a pretty good 
shopper and knows her value ? : 

Mr. UnterperG. I definitely think so. 

Mrs. Knutson. She wants the stamps. I have a lot of letters, be- 
cause I am a woman on this committee—I have about 99.99 plus per- 
cent in favor of it. 

What would happen if you tried to take it away from these house- 
wives? They think they are making a great big saving. 

How will you take care of that ? 

Mr. Awnrvso. To keep the record straight, we have received in- 
formation that consumer groups are against the stamps. 

We have a letter from a Pacific consumer group representing 7,800 
members, and they are opposed to it. I cannot accept the statement 
for the record that all housewives are in favor. 
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Mr. Unrerserc. I may just remark in answer to that, I think your 
committee has received an equal number of letters from consumers 
complaining about high costs. 

You are on the horns of a dilemma. You hear some housewife 
say, “Don’t eliminate stamps but keep my prices down.” 

We are here and I imagine the committee is interested to find what 
causes the high costs. 

I think fundamentally between a housewife getting a percolator and 
putting nutritious food on the table, she would prefer the latter. 

In other words, any item that appears in the food budget is an 
important part of the national health and I think if you gave your 
housewife the choice, your food bill will be reduced by 2 percent or 
even more, or 9 percent, what would their answer be 

This is the question that you have to put to them. 

Mrs. Knutson. They still would take trading stamps. 

Mr. Anruso. Let me ask you this question: 

Take a particular area, whether New York City or elsewhere, and 
tell us what percent of the retail stores are using the stamps. 

Mr. Unrerserc. I would say in the New York area, I would say 
about, with a large number of the independents, percentagewise, it 
would be difficult for me to approximate that. 

But I would say according to the national statistics, a good portion 
of the retailers, I would say a majority of the retailers, are using 
stamps because by competition they have to use them. 

Mr. Anruso. Your point is—and we would like to hear from the 
experts on the other side on this very point—your point is that those 
who use stamps go on for a certain period of time and their sales are 
increased. 

That compels others of the same community, the same area, to meet 
that kind of competition, and eventually, the market is exhausted, 
so that there is only the cost of the stamp which the consumer has 
to pay, is that your point ? 

Mr. Unrerserc. That is one of the points. Then they revert back 
to the same promotional gimmicks that they had before with the addi- 
tional cost. 

Statisticswise, I will have to borrow from the American Institute 
of Public Opinion. 

Mr. Grant. I might be getting the cart before the horse, from the 
statement that the witness has made, if that be correct, that it does 
cost more to do business, if that is correct, what is the remedy ? 

Would you outlaw the trading stamps by Federal or State legis- 
lation ¢ 

Or would you give the various municipalities authority, if they do 
not already have it, by way of license, to let them place a license on 
this business that would make it confiscatory 4 

What is the remedy ¢ 

Mr. Unterserc. I would like to answer that by reading a quotation 
which pertains to Federal legislation outlawing stamps in the Dis- 
trict of Columbia and the remark very signific antly is something that 
is by a Federal court and has pertinent applic ation to this. 
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In sustaining the Federal legislation, the court stated as follows, 
and, incidentally, this was sustained by the United States Supreme 
Court: 

The whole country is now agitated by the increased cost of living. It has 
grown to an alarming proportion. 

While there are differences of opinion, all concur in the opinion that every 
introduction of a superfluous middleman and consequent unnecessary charges 


between producer and consumer undoubtedly contributes to swell the stream to 
overflowing. 


They characterize— 
referring to the stamp company— 


an entirely unnecessary middleman, who for his own profit has injected himself 
between the regular merchant on the one hand and his customers on the other. 

I do not profess to be an expert to tell you exactly how the various 
stamps in the various localities should be dealt with. 

I can only talk from the standpoint of how one court viewed these 
stamps. 

Referring to the same legislation, there was another Federal court 
case. 

Wrir1am Bernecxer. May I inquire for the citation which Mr. 
Unterberg has given ? 

Mr. Anrvuso. Yes. 

What is your name? 

Mr. Bernecke. William Beinecke. I am general counsel for the 
Sperry & Hutcheson Co. | 

Mr. Unterserc. District of Columbia v. Kraft (33 App., 1910). 

Mr. Grant. Now going a step further, I think about 50 years or 
more ago the Oxford Soap Co. gave coupons redeeming them with 
premiums. 

Would you outlaw that practice ? 

Mr. Unterserc. That is one of the points that the stamp companies 
have tried to draw a comparison to, the soap companies. That is an 
advertising promotional device of the soap companies. There is no 
charge to the retailer, or the retailer does not have to have a 2-percent 
cost to add to his sales. 

In other words, the soap companies don’t say to the retailer, “You 
buy my ‘soap and you will have to pay me 2 percent extra for the 


coupon 

The soap companies are promoting their product, and whether the 
retailer buys the product depends upon the price. 

The soap companies are competitively priced in order to compete 
with other soap companies, but the only thing is that the stamp com- 
panies sell his stamps. 

They have no stock in trade. They have no merchandise to offer. 
They are not promoting any. 

Furthermore, of these stamps, according to even the estimates that 
the stamp companies give, 5 percent are unredeemed. 

Well, if you figure your 5 percent unredeemed of $700 million you 
have $35 million unredeemed coupons which the retailer has paid for 
in advance and this is a cost. 

The relationship or the comparison between the coupon issued by 
the soap company is a direct relationship to sales merchandise. 
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This is a company promotional device which we are accustomed to. 
That has no relationship. The only thing that is sold is a stamp 
which is a tax to the retailer. 

And the retailer does not sell stamps as such. 

Mr. Grant. It adds to the cost of the merchandising. 

Mr. Unverserc. The soap people have to be competitive. 

In other words, if some of the leading soap companies put out a 
soap with the coupon, that soap will not move from the shelf. 

ge average housewife will take a commodity on the shelf price- 
wise, which is cheaper and of the same quality. They will not pay 
the consideration for the stamp. 

I don’t think the stamp company says, “Here you buy my soap and 
in addition getting something else for value.” 

Mr. Grant. Would not the same arrangement hold, here is one 
store giving trading stamps and the other not, that competition takes 
care of it? 

Mr. Unterserc. The question comes back again, Does competition 
take care of it, or is the cost added on, as I said, passed on to the 
consumer to absorb that cost because this is a direct cost to the retailer ? 

He has to make up that 2 percent in view of the small margin of 
profit that he makes. 

There is no markup of the soap because if a product cannot move 
from the retail shelf you will find the retailer not ordering it. 

Shelf space in a retail store is a very important factor, and he has 
to select the commodities that will move from the shelf. So the 
soap companies by increasing the cost of their product are defeating 
the sales of their product, and there is nothing more. 

Mr. Grant. Your same argument holds with all of the cereal manu- 
facturers giving prizes in the cereals, it is a form of advertising? 

Mr. Unrerserc. That is right. But that advertising pertains to 
the product. 

In other words, the manufacturer of the product is interested in 
selling his product. The stamp companies are only interested to sell 
stamps and this represents a direct cost to the retailer. 

Mr. Anruso. Mr. Unterberg, I would like to ask you this question 
and like to have you give it very careful consideration. 

We are all interested in protecting the consumer. I assure you 
that that is my main objective. 

You must bear in mind that we, also, have a free enterprise system. 

The stamp companies are allowed to go into business. 

For us to legislate against them, you must show some kind of a 
public necessity. 

You must show that an unfair advantage is being taken of both 
the retailers and the consumers. 

If there is something of that nature we could consider the question 
of licensing, we could consider many other things. 

And bearing all of those things in mind aie is a company, or 
many companies—I understand there are some three or four hundred 
stamp companies. 

Mr, Unrerserc. Yes, they are increasing at the rate of 10 percent 
each year. 

Mr. Anruso. What do you say there is of a public nature recog- 
nizing that we believe in the free enterprise system which weet 
compel Congress to take action ? 
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Mr. Unrerserc. Let me answer that this way. 

I believe there is at present Federal legislation. 

As a matter of fact, I don’t think there is any secret about it. 
We have a complaint lodged with the Securities and Exchange Com- 
mission. There is no secret about that. 

Mr. Anruso. With reference to that has there been any decision? 

Mr. Unrerserc. There has not been any decision with respect to 
that point yet. 

In that complaint we alleged that these stamps represented merely 
an obligation of a corporation. 

Mr. Anruso. This committee is familiar with the Securities and 
Exchange Commission. 

Mr. Jennrncs. Did the Federal Trade Commission issue it? 

Mr. UnrerserG. This is under the Securities and Exchange Act of 
1933. 

Mr. Anruso. We have not received that. 

Mr. Wutcox. There was one published last week and we do not have 
a copy yet. 

Mr. Unvereerc. In that case, as I say, this is what we consider is 
not a sale of merchandise but merely represents the sale of a corporate 
obligation which the stamps represent evidence of the company’s in- 
debtedness to redeem, prior to any other corporate indebtedness— 
in this case sold to the retailer. 

As a result we have asked the Securities and Exchange Commission 
in behalf of the Food Dealers Alliance, to enjoin the sale of these 
stamps until they are properly registered. 

We have filed a brief and I have extra copies here which I will be 
happy to distribute among the members of the committee. 

There are other factors on the question. We feel these stamps rep- 
resent the type of obligation which the SEC was particularly designed 
to investigate and control. 

But coming back to your question regarding this very point we 
raised in our brief that implied in all of these arguments of the 
stamp companies that they are making available to hundreds and 
thousands of housewives utensils they normally would not buy, some- 
thing for nothing. 

I don’t think there is something special about trading stamps, 
that “Don’t touch us or else your civilization will retard,” or “Your 
standard of living is going to decrease.” 

I don’t think Saahote in the American scene is going to base the 
standard of living on the success, or the existence of a particular 
scheme. 

Mr. Anruso. I don’t want to interrupt you. Iam very anxious to 
get this answer because I know the answer is important to every mem- 
ber of the committee. You made a very concrete statement. You 
said that the stamp companies involve the entrance into the food in- 
dustry of an unnecessary middleman. Isthatright? 

Mr. Untereera. That is right. 

Mr. Anruso. Give us some proof of it. 

Mr. Unrersera. The proof is this—they do not sell any merchan- 
dise, and yet they exact and they extract from the food distribution 
program—I am using this as primarily the retailers—over $700 mil- 
lion a year. 
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This amount per year is coming from somewhere. As a matter of 
fact, the competitive advantage right at the present time is lost. So, 
as a result, the retailers are coming back to the old style of doing 
business. They have to pass this cost on. 

The question then is, is it to the public interest to consider? 

We are not talking, aside from this SEC standpoint, but from a 
general standpoint—the question is, whether or not this is an unneces- 

sary evil or a necessary evil ? 

Whether it is to the public interest in weighing these two factors 
or else say to the housewife, “Here you are getting something, a utensil 
for nothing or something else,” and whether it is for nothing is in 
quotes. 

Coming back to this question of public interest again, I say the 
stamp companies are no benefactor to the American public. They 
are not altruistic. These people are there for their own profit. 

Mr. Anruso. We are assuming they are in business to make money. 

Mr. Unrerserc. Exactly. And there is coming from the food 
processors, the food system, this tremendous amount of money. The 
justification that. they say that it is either for the benefit of the con- 
sumer or the benefit of the retailer all fades when you view the situa- 
tion in a practical light of what is happening, what is the system. 

Mr. Anruso. Here is another question I want to ask: 

The consumer gets this stamp. Assuming that the consumer knows 
that he is paying for that stamp, but then the consumer trades that 
stamp—he goes to a warehouse and he gets something of value. 

And if the consumer is satisfied with that, who is the complainant? 

Mr. Unrerpserc. Then we come back to the basic issue here. 

First, we want to determine—let us say the consumer is happy—— 

Mr. Anrvuso. The consumer is getting something. 

Mrs. Knutson. She is happy. 

Mr. Unverserc. Let us assume that she is happy with the situation. 
What we are concerned with directly is, Is this happiness reflected 
in the increased cost of food ? 

The increased cost of food, as I told you, the prices on the national 
brand of items are not raised. 

You will find that the specialty items and these other items is where 
your cost is. 

You will have a good portion of the people who are not stamp 
crazy. Because these people may or may not redeem the stamps, they 
are going to be footing the bill for the portion that are redeeming the 
stamps. 

In other words, the distribution of the cost of these stamps or of 
the value is shared by everybody. 

Mr. Anruso. What you mean by that is that some people do not 
redeem these stamps, and you place that figure at 5 percent ? 

Mr. Unrerserc. That is 5 percent they give you. 

Other figures have been given up to 40 percent. 

Mr. Anruso. Assuming that it is more, assuming that it is 10 per- 
cent, assuming that it is 15 percent, these people who get those stamps 
and don’t redeem them are satisfied with their situation. 

Then where are we ? 

Mr. Unterserc. Then I say this: You have to accept one premise. 
You have to say that these stamps increase the cost of food, but you 
are paying something for a gift. Ifa person wants to pay something 
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for a gift and in lieu of reducing their cost of food, then this is some- 
thing that is a matter of choice. 

Mrs. Knutson. It is a matter of cost. 

Mr. Unterserc. Unfortunately, the retailer is compelled to go into 
that. He is forced to take his stamps. He is the one who pays for 
these stamps in advance. 

He has to pass his cost on to the consumer. The retailer normally 
has no choice. 

Mrs. Knurson. The retailer is interested in keeping his customer 
happy, isn’t he ? 

r. Unrerserc. Yes; and those costs have to be passed on. 

The food prices invariably—there can be no question of arithmetic— 
have to be absorbed by the increased cost of the stamp. 

You quote the statistics about these people, the American Insti- 
tute—— 

Mr. McIntire. As I understand, you testified that you were also 
representing the Associated Food Stores. 

Mr. Unterserc. That is right. 

Mr. McIntime. Let us take that specific organization. 

Are they giving stamps ? 

Mr. Unrerserc. No; they are not. 

Mr. McIntime. In relation to your studies, by virtue of a stamp plan 
being inaugurated in a retail store, is any part of this cost taken out 
of the funds which that retailer would normally allocate to advertising ¢ 

Mr. Unrerserc. Yes; definitely. Because, you see, at the present 
time the advertising costs continue, the newspapers, circulars—that is 
standard—they don’t discontinue these circulars or normal advertising 
because they have stamps. 

Mr. McInrime. Then do you contend that this is a cost over and 
above the normal amount of advertising ¢ 

Mr. Unrerserc. Yes. This does in no way take away from what 
the normal advertising is. And, as I say, in addition to the promo- 
tional gimmicks that they usually use today there is another factor 
that has come up. 

In addition to the single stamps, because of the saturation of the 
market—there are trade journals and all over the area—they are 
going into double and triple and quadruple stamps. 

They are giving away thousands of stamps on promotional gim- 
micks. All of the stamps they give keep on adding to the additional 
costs. 

So you will have your food costs spiraling up to a point to add on 
these additional costs. 

There is no mystery. The stamp companies get paid. They get 
paid for the extra stamps. 

Mr. McInrree. I was rather interested, because, in stopping at a 
filling station the other day where stamps were available, the fellow 
asked me which I wanted—stamps or a cent a gallon Jess on my pur- 
chase. I took the cent a gallon less. 

Mr. Unterserc. That comes back to the old bugaboo that this is 
a cash discount. Normally, when you get cash discounts you get a 
reduction in the price of the commodity that you buy. 

Mr. McIntime. No, no. It was a cash discount; it was cash. 

In either case it was cash. If I took the stamps it was cash; if I 
took a cent less it was cash. 
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Mr. Unversere. I mean you got the cent off; that is a reduction of 
the cost of the product. 

Mr. McIntire. That is right. 

Mr. Unrersera. Yes, sir. 

That is the basic idea of this whole setup. 

Mr. McIntire. That retailer was giving me an election as to whether 
I was going to take stamps or whether I would take a cent off. 

Mr. Unrerserc. You will find gasoline stations and druggists who 
will—who don’t have the close markup that the retailers of food have. 
This is the big problem. 

Most of them work on a 1-percent margin and you have a 2-percent 
cost. 

Other retailers, like druggists and gasoline stations, have 17 per- 
cent or even more. They can readily absorb that cost without too 
much interference with their actual cost of taking a loss, but not so with 
food. 

Mr. McIntire. The average housewife who goes into the grocery 
store today, isn’t she inclined to pay a little more for the housekeeping 
services in that project than she is in relation to stamps or anything 
else? 

In other words, she has some money in her pocket ; she is buying. 

Do you think they buy that close when you see all of the services 
which are built into food today ? 

It seems to me that they are demanding services which they are 
willing to pay for, and that these other costs are not the controlling 
factor in the picture. 

She wants service. 

Mr. Unverpera. I think, like you, if the average housewife was 
given an opportunity with a $20 bill to take an 8-percent reduction in 
cash to their family they would go along with that rather than take 
a stamp which even if redeemed—and they have to purchase $130 
worth of merchandise to get one book—and that book, after accumu- 
lating all of these books means they go to a redemption center which 
redeems normally at manufacturer’s list price—and you will find 
that if they made that saving from food costs they can get that same 
item at a discount house perhaps 50 percent cheaper, and they would 
make the saving both ways. 

First, the food bill and, second, they would still get the item and 
still put money in the bank. 

Mr. McIntire. That is all. 

Mr. Jenninos. First of all, I believe you said you represented some- 
thing other than the Associated Stores. 

Mr. Untersera. Yes, sir. 

Mr. Jenninos. Do any of your stores give trading stamps ? 

Mr. Unterserc. Well, we represent Associated Food Stores which 
does not. 

Mr. JeNNtNGS. Do any of the others? 

Mr. Unterperc. In the Food Industry Alliance some of them do, 
but they would like to see the discontinuance of it. 

Mr. Jennincs. How do those who do not give stamps meet the 
competition of those who give stamps ? ‘ 

Mr. Unterserc. Just by selling the food at cheaper prices. 

Mr. Jennings. Do they advertise the fact that they are selling 
cheaper ? , 
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Mr. UnrerserG. They are selling food and not stamps. 

Mr. Jennines. Do they advertise they are selling food and not 
stamps ? 

Mr. Unterserc. There are many advertisements that go into a paper 
to that effect. It is very effective. 

Mr. Jennrnos. That answers my question. 

Mr. Anruso. One more question. You said you represented the 
Food Industry Alliance. How many members does it comprise? 

Mr. UnrerserG. They have approximately 23 members. 

Mr. AnFruso. Do you know what is usually spent for advertising 
by business—is it about 1 percent ? 

Mr. UnrerserG. Offhand I would not know the exact percentage. 
{f you have the information on that I will accept it. 

I could add this: all of these features that you are talking about— 
the advertising, special services—these continue. 

These have to continue. This represents an added cost which has 
to be absorbed by the retailer and has to be passed on. 

The costs are increased by the addition of the double stamps, the 
sriple stamps, and the fact of what they are doing now of giving away 
the free gifts is going back to the same setup. 

The competitive value of stamps is lost and today they are merely 
representative of an additional cost of doing business. 

Mr. AnFuso. You are a very eminent attorney in this city. 

Your reputation follows you. We will allow you to conclude in 
3 to 5 minutes your essential ar gument. 

Mr. UnTeErRBERG. To sum it up, in relationship—and we are talking 
now only in connection with the matters before this committee—re- 
garding increased costs—food merchants all over the country have one 
desire ; “that is to sell food, not stamps, not gimmicks, nothing else. 

It is in the interest of the country at large to have food costs at 
the lowest possible margin, so that the country as a whole may main- 
tain its present state of health, its nutritional Value, and also its basic 
economy. 

If any factor that has been injected into this whole stream of food 
distribution which is not related, which is abnormal in the cost of 
food distribution and continu: lly increases the cost of food prices 
as this stamp system is where the retailers have been paying over $700 
million, taken out of the stream of commerce and distribution of food 
this I say is one of the prime factors to the large continuous increase 
in cost of food. 

Mrs. Knutson. If you took those stamps away would we have a 
guaranty of taking away all kinds of advertising gimmicks like the 
cedar chests and fur coats—would you want to ts ake that aw ay, too? 
Have they mentioned that? 

Mr. Untersere. They have not mentioned that because we find now 
that they are doing, because of the saturation factor—they are doing 
the same thing in addition. 

They have to, because the value of the stamps as a competitive thing 
has ceased. 

Incidentally, all over the country now retailers are reevaluating it 
because they cannot exist. 

The smaller retailers are being compelled to go out of the business 
because they cannot absorb that cost. 
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So you have a two-prong attack. Where your biggest stores are 
able to give additional promotional gimmicks aside from the cost, 
they are the ones who are forcing out the small retailers who cannot 
function with an additional promotional force. 

I will say this: Your food industry, despite the supermarket opera- 
tions and small retailers, the independent supermarket operations, is 
a factor in our food distribution system. 

It is to the benefit of the housewife to know and be familiar with the 
fact that the retailers have to absorb these costs, and they are not 
going to operate at a loss. These costs are passed on. 

Mr. Anrvuso. Thank you very much. Is there anything else you 
would like to say ? 

Mr. Unrerserc. Yes. I just received a note on something I neg- 
lected to bring up that I should like to mention at this time. 

You asked the question before about prohibition and free enterprise. 

I think this, that with the Federal legislation on the statutes today, 
there are adequate ways in which this trading system can be regulated. 

I say that with the disclosures of the cost and values so that the 
housewife going in will know how much she is paying for food and 
how much she is paying for the gift should be available and let her 
form her own judgment as to whether she wants to trade in the store 
that is giving stamps or food at its real cost. 

If this Federal legislation can be enforced, I say, we might have 
the free enterprise. In other words, there may not be anything illegal 
about the stamp business oo se, but we may accomplish the factors 
we are talking about and those who want the stamps may have the 
stamps providing they know what they are paying for. 

Mr. Anruso. Then your final conclusion is that you are not totally 
opposed to trading stamps, but you believe in some form of regulation ? 

Mr. Unrterserc. To make them aware of what the costs are so that 
the food costs are known. 

I don’t want to agree with you that I am not totally opposed. I am 
opposed to food stamps per se because they add extra costs to retail- 
ing. This isa burden which the retailers cannot meet. 

Mr. Anruso. You are opposed, but you are offering an alternative? 

Mr. UnTeERBERG. Right. 

Mr. Anruso. Thank you very much. 

Mr. Coorry. If you eliminated stamps, would you not have to go 
further and eliminate all such things as gifts and sales promotional 
schemes ¢ 

Mr. Unterserc. Mr. Cooley, the choice of giving a gift or a promo- 

tional scheme will depend upon the individual retailer in his area. 

Once a retailer signs a contract with a stamp company, he is locked 
in. He cannot discontinue it, because if he discontinues it, then with 
the competitive advantage there is, he goes to the other people in the 
area. 

However, on the promotion or gift that goes for a limited period of 
time, you have a 30-day period, so that he “know s, he can evaluate his 
costs. It is not a drain on his business. 

But with stamps day in and day out, he has to pay in advance 2 
percent of his sales to have these stamps on hand continuously. 

Mr. Cootry. You think that most of the people who are using 
stamps are doing it involuntarily. 
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Mr. Unrerserc. Definitely. That has been established in innumer- 
able retail conferences all over the country. 

Recently, Governor Harriman’s hearings of retail groups estab- 
lished that fact. 

I would say that if the retailer was given a choice today there would 
be an overwhelming response, “Take this 2-percent cost off my 
shoulders. I want to sell food and not stamps.” 

Mr. Coorry. Thank you. 

Mr. Anruso. Thank you very much. 

Without objection, a copy of the brief submitted by the witness, in 
the matter of the Sperry & Hutchinson Co., and others, will be made 
a part of the files of the committee on these hearings. 

(The document referred to will be found in the files of the com- 
mittee.) 

Mr. Anruso. We have been talking about a very hot subject. 

Mr. Adams, who was supposed to be here this afternoon, has been 
kind enough to come this morning. He has a very important en- 
gagement, I am going to ask him to speak now. 

Tis testimony will be very brief. 

Please identify yourself for the record. 


STATEMENT OF JOHN Q@. ADAMS, MANHATTAN REFRIGERATION 
CO., NEW YORK, N. Y. 


Mr. Apams. I brought a copy of the stationery of the outfit. I 
am John Q. Adams of the coordinating committee of the food 
industries. 

Mr. Anruso. We have your address? 

Mr. Apams. Yes. 

Mr. Anruso. Mr. Adams, you are also an officer of the Manhattan 
Refrigeration Co., are you not ? 

Mr. Apams. Yes, I am. 

Mr. Anruso. I understand that you have a statement to make before 
the committee. 

We will be glad to hear it. 

Mr. Apams. I am very pleased that you ladies and gentlemen have 
had occasion to come and at least look at one of the food markets here. 

This coordinating committee was established a few years ago and 
one of the principles was to find out what could be done with these 
markets, these wholesale markets. 

We were almost in despair. We tried to support Mr. Crow’s various 
bills to get more attention, more appropriations for this new market 
activity on the part of agriculture but we seemed to have opposition. 

We could not get people to go down there-——— 

Mr. Anruso. If I may interrupt—we have another distinguished 
Member of Congress, Eugene J. Keogh, of New York. 

Mr. Apvams. Glad to know you, sir. 

It seems that the opposition to these new markets, marketing im- 
provement bills, came from people who just did not seem to compre- 
hend the importance to the farmer, to the consumer of modern, 
progressive wholesale markets. 

So we undertook in this area, at least to educate the city, State, 
and other officials and also, the Department of Agriculture in which 





FOOD MARKETING COSTS 105 


we are fortunate that we had a very sympathetic group there headed 
by Mr. Crow. 

Our target was really in New York City to get the food people and 
the public-minded citizens and businessmen and the city officials to at 
least give recognition to this very miserable situation of the whole- 
sale markets and we were successful over a period of years in getting 
considerable support for this problem. 

We have had many difficulties, though, because the large number 
of people with vested interests, real estate holders, transportation 
companies, and others, just did not seem to think that we should 
change the status quo, no matter how old, or decrepit the markets 
were, no matter how much the traffic and other things became 
congested. 

But rather than tell you of all the problems that we had, I think I 
could summarize this in a moment or two by telling you that in our 
opinion the present administration in New York City, with one or two 
exceptions, is the first to go all out to give attention to the problem of 
the food markets. 

Mr. Anrvso. Let me interrupt you. 

I know the job that you have done, you and your committee, to try 
and correct what you have just described, a miserable wholesale 
market. 

The committee is very much—— 

Mr. Apams. Plural markets. 

Mr. Anruso. Yes; markets. The committee is very much interested 
in that. We would like to have your conclusions, and what you think 
ought to be done. 

Mr. Apams. I was starting to say in my conclusion of my statement, 
Mr. Chairman, that one of the recommendations I have is somewhat 
the same as the conclusion. 

I think that over a period of 5 or 6 years we have been trying to 
persuade the city administration to take an interest in this problem. 

They have taken the interest and they have appointed a committee 
now to work this matter out with the food industries involved. 

So, No. 1, in answer to your question, Mr. Chairman, I think the 
first thing that has to be done in any city, particularly in New York, 
because that is where we are, is to get the city administration 
unanimously in support of improving the marketing facilities. 

In our opinion that has been accomplished in New York. 

Mr. Anruso. They are in favor of it? 

Mr. Apams. In this particular case. 

In a hearing at the borough president’s office in Brooklyn, the 
deputy commissioner of traffic, and others, agreed unanimously to 
undertake to improve the fish market or if they could not improve it, 
with a reasonable amount of money expended, they were ready to 
recommend its replacement or relocation. 

That is concrete evidence. That shows that the city administration 
does realize the importance of it. 

I might as well admit that with one or two exceptions that has not 
been the case over the years. 

We have wasted our money and time and efforts. 

If we cannot get the city administration behind a project like this— 
you don’t go to the citizens, the people—you have to get the city 
administration. 
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So, Na, 1, that is the first thing that has to be done. 

No. 2, is ‘to make sure that the people in the markets, like the fish 
industry, are unanimously for improving it and lay out a program. 

The food and vegetable people have not quite been unanimous but 
almost 85 percent of the tonnage and maybe 60 percent of the number 
of people, were unanimous to clean up the situation; and then to go 
to the city officials and various people to get help as they did when they 
went to Mr. Crow and got help there. 

The third thing that has to be done is to make sure there are no 
tie-ins with an old regime in the food market and labor unions that 
have been so current around this country. 

There has been a status quo assurance by certain people in the food 
industry and with certain labor people to make sure that there would 
not be any exchange in this thing for one reason or another. 

I am happy to say that one of the jobs the coordinating committee 
has accomplished is that in four of the biggest wholesale markets, 
they have received assurances from the legitimate leadership of the 
unions involved that they would support. improvements that were 
going to be known to be progressive and be helpful to the consumer 
and the farmer and everybody concerned. 

No. 4, there must be ciediela care taken to see to it by persuasion 
or what have you, that there are no transportation agencies—I will 
include them all in one—or real estate people or banks or other public 
businesses to act as a roadblock to improvements, 

We have had those cases and they have been regrettable. They 
are almost cured in the New York area, with 1 or 2 exceptions, but 
this can be a terribly big stumbling block. 

For example, in this one wholesale market, we have the majority 
of the people and the association and the trade to support this im- 
provement of the market and relocation if necessary. 

On the other hand, you had some of the specific trade associations 
that were not necessarily representative of the food industry, passing 
resolutions saying “We are opposed to any move that industry makes,” 
and giving reasons completely unrelated to the problems that the food 
industry faced, completely unrelated to the consumers’ and producers’ 
interests as well as the distributors’. 

Mr. Anruso. Again, I congratulate you on the very fine job you 
and your committee have done. 

This committee is here to help you. 

Congressman Cooley would like to tell you something about a bill 
which is now pending to help this very situation. 

Mr. Cooter. Mr. Adams, first permit me to thank you for appearing 
before the committee and for your interest in the problems with which 
we are dealing. 

More than 10 years ago I came to New York and made a study of 
the Washington’ Street Market. Unfortunately there has not been 
any improvement during that time. It is a deplorable situation. 

I think the entire country has an interest because of the magnitude 
and the volume of business ‘that i is carried on in that congested area. 

I realize that the market is impressed with the public interest, 
because the evidence indicated yesterday that farmers from 46 States 
of the Union do business in the Washington Street Market. That is 
amazing when you think about it. The volume in that market is very 
great, as you know. 
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As to these buildings, if you have seen the pictures that we have 
seen of Washington Street Market as it was 100 years ago, it is the 
same as it is today, with all of the congestion and all of the filth. 
You just cannot imagine a much worse situation than that at this 
market. 

From information we have about other markets in other cities, 
similar conditions exist. 

What I propose to do—and I had a bill that passed once or twice, 
is to authorize the Federal Government to underwrite the building 
of new marketing facilities. 

I don’t mean in every city in the country, of course, but in the big 
general markets and let the loan be made by private lending agencies, 
amortized over a long period of years, so that the whole process would 
be self-liquidating. The rents from the stores would go toward the 
payment of the debt. 

Finally, the facilities being debt free, they may be operated by a 
public marketing authority. 

The bill does not contemplate that the Government is ever going 
into the marketing business. 

No loan would be made to build a marketing facility unless the 
physical layout and the draft of the plans of the market would have 
been approved by marketing experts, 

There in my own district we had a deplorable situation in the city 
of Raleigh; N. C. It was not half as bad as this one in New York. 
( ‘ertainly, it was not as large, but we built a modern market. Trains 
can roll up to the back door and trucks up to the front door and you 

can unload cars automatically and cheaply, and you have storage 
Foctistien, refrigeration, and every convenience. 

It isa model, modern market. The big chainstores are doing the 
same thing. If we are going to follow their ingenuity we should look 
around and see what A. & P. and these other big stores are doing. 
Day are doing practically the same thing, they are building their 

varehouses along the railroad track. 

Unless somebody leads off—I think you put your hand right on the 
throttle—unless somebody in New York has interest enough in the 
Washington Street situation it will continue that way for another 
100 years. 

I am glad to hear you say that the present administration has indi- 

‘ated an interest in doing something about this situation. 

We can get this bill through in the Houses, I know. We did it 
twice. The bill was reported out of the committee and is now before 
the Rules Committee. We can get a rule in January and pass the bill. 

I think we can pass it in the Senate, but what I am hoping is that we 
can create some interest in places like New York, Philadelphia, 
Boston, and Baltimore and other places that operate on such large 
volume. 

I am glad to hear you say that the administration is now interested 
in the marketing problem, because it is one in which everybody in 
America is inter ested. All of us are either producers or consumers. 

Mr. Apams. That is right. 

Mr. Coorry. As I said yesterday this is a disgrace to the distribu- 
tion system in America. We do have the best distribution system in 
the world, but it is too expensive and it should be improved. 

















108 FOOD MARKETING COSTS 


I know the members of this committee are vitally interested in this. 
Mr. Grant of Alabama is chairman of a standing Committee on 
Markets. 

Mr. Anfuso has been giving this matter very great consideration. 
As you know, he is an outstanding representative from the great 
State of New York and interested in agriculture and its products. 

I was glad to see him chairman of this committee because in his 
own State he has one of the worst conditions in the country. 

Someone has asked us what we expect to accomplish by these hear- 
ings. One thing I want to accomplish is to improve, if we can, the 
marketing facilities of America. 

Mr. Apams. That is very encouraging, Mr. Cooley. I was going to 
ask if you happened to read the Red Book magazine for April, May, 
and June of 1952, when the three articles called Filth in Our Food 
were published. 

Mr. Cooter. That is right, I saw them. 

Mr. Avams. That was a big help. I do not mind telling you that the 
publicity you got in the morning’s Times was a tremendous help. 
What we have are the road blocks of people and institutions that do 
not want to see any change. They are people who might in some 
direct or indirect way serve the food industry, like transportation 
companies or real estate. 

Mr. Cooter. Or railroad companies? 

Mr. Apams. You have no idea how difficult that is. 

We don’t want to be uncharitable but somebody in your position 
could do a terrific amount by publicity or having hearings on your 
bills to just point out the fact that these people would be ashamed to 
wreck this transportation, to have them block an improvement in the 
wholesale market. 

Mr. Cooter. Yesterday we saw what was happening. There is no 
justification for a housewife in New York City having to pay 10 
cents for a little old rotten tomato, or 15 cents for an apple, or 8 cents 
foran orange. That is ridiculous. 

Mr. Apams. It is amazing. I talked to these big chains and they 
would be mighty happy to see a wholesale market. They would not 
have to put up such expensive facilities; they could go to a team yard 
or a truck yard and unload their goods. 

They would not have the terrific warehouse expense they have now. 

This is important, as you should know, that I have a terrific respect 
for these food men in New York, who have been able to move people 
in the food industry who were against it. 

They have been able to change the attitude of the labor leaders so 
that they are for it. 

They have changed words in contracts to make sure the contract 
will not in any way obstruct them from improving the situation. 

Those fellows have a lot of courage. 

In 10 years not too much has happened but I have seen a lot that 
would certainly surprise you, that people have taken the things with 
all of their activities and work and responsibility, they have gone 
about this thing systematically. 

The men on these food and vegetable committees, have done a ter- 
rific amount of work in trying to overcome the normal objections that 
people have to changing conditions from old to new. 
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They have also been helpful in persuading the mayor and the city 
council and the board of aldermen and so on. I am very enthusiastic 
about that and I am very enthusiastic that yesterday they took this 
matter up and said “We w ‘ill go ahead.” 

That is encouraging, so I think, Mr. Cooley, that it is timely you 
being here, and also, Mr. Chairman, if you can give a little more 
publicity to this, in the days to come, with what you have done and 
what you have seen, it will help to make some of these people recon- 
ciled to the fact that this is good to be changed. It has to be. The 
consumers cannot stand it if you do not. 

Mr. Anruso. I want to conclude this by saying that I had a pleas- 
ant lengthy talk with you about 2 years ago, and following that talk 
I introduced a similar bill such as Mr. ( ‘ooley has spoken. 

It is identical, and supporting the Cooley bill, I am sure that bill will 
become a law and that should ‘help 3 you in your efforts, we thank you 
again. 

“Mr. Apams. I thank you. 
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Mr. Anruso. We will now hear from Mr. M. M. Zimmerman. 
Would you please identify yourself for the record ? 


STATEMENT OF M. M. ZIMMERMAN, PRESIDENT, SUPERMARKET 
MERCHANDISING, NEW YORK, N. Y. 


Mr. ZimmerMAN. My name is M. M. Zimmerman. I am president 
of Supermarket Merchandising Co., a publication devoted to the 
chains and supermarket field. ‘Is there any other further identifica- 
tion ? 

Mr. Anrvuso. That is enough. I am sure that you are able to con- 
fine yourself to the 5 minutes. I am sorry we cannot give you any 
more time than that. 

Mr. ZimMerRMAN. You paid me the highest compliment. When 
you asked me to discuss supermarkets in 5 minutes. [Laughter.] 

But I will be very brief. I am not going into any statistics. I 
merely wanted to take you across for a few minutes and tell you 
that the supermarkets, despite the fact that we have spiraling prices, 
despite the fact that our economy has been affected with high costs 
in every phase of our life, the supermarket has been the greatest 
price leveler in our country. The best statement I can make is that 
in 1955 we celebrated the 25th anniversary of the founding of the 
supermarket industry. 

We have estimated that during that period Mrs. Consumer of 
America bought approximately $150 billion worth of food at a sav- 
ing of over $15 billion. The supermarket has changed our whole 
distributive system. It has had its effect not only on every branch of 
retailing, nationally as well as internationally. 

If you go back 25 years, we found our food industry in a state 
of chaos. There was no such thing as costs. The average inde- 
pendent did not know what it cost him to do business. The food 
combines had made considerable progress and were fast taking over 
the business when the supermarket appeared upon the horizon. 
Michael Cullen, who is really—you can say he is the founder of this 
industry—came out with the idea of a big store, filled with mass dis- 
plays of merchandise on the floor, at low prices, giving the consumer 
the lowest possible price for food, and he gave it to the extent that at 
that time it was selling the food at least 12 to 13 percent lower than 
the normal stores. 

This had a great effect not only on the food chains, on the whole- 
saler, on the independent retailer. It forced all of theses various dis- 
tributive systems to change their entire methods of operation. 

In those days the wholesaler was a high-cost operation. The re- 
tailer had to follow suit and he was a high-cost operation. His 
gross markups were around 23, 25, and 30 percent. But the force 
of the supermarket competition made it necessary for the wholesaler 
to revamp his entire structure, and to save his customers, that is, if 
the independent retailers, we organized what we called voluntary 
chains in which he gave his customers the foods at a lower cost 
which enabled the merchant in turn to sell at a lower cost, being in 
competition with the supermarket. We gave him services and ad- 
vertising and training and many such services which were intended 
to put the smaller man on the same basis as we were. 
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The more important independents organized their own voluntary 
chain which enabled them to buy in carload lots, and thus get the 
benefit of the lowest possible price. 

Mr. Anruso. I want you to know that we are very well acquainted 
with the progress of the supermarkets and your reference in that 
regard. I would like to ask you a question, w hich, also, interests this 
committee. 

This last year a committee was appointed, a subcommittee of the 
Committee on Agriculture of which I am chairman. I believe most 
of the members here are likewise members of that subcommittee to 
study the advantages of having an American fair in Moscow, 

Mr. ZremerMAn. Yes, sir. 

Mr. Anruso. That has been revised. I know that you are in favor 
of that, and we on this committee are, also, in favor of that. We were 
last year and are this year. It is for nothing else but to show the 
people in the Soviet government that we are thinking in terms of 
making people live and live better, rather than destroying them. 

Are you in favor of such an exhibit say of a superb supermarket at 
an exhibition in Moscow? Would you and those people that you are 
connected with give it cooperation ? 

Mr. ZrmMERMAN. We are certainly, definitely in favor of it. As 
a matter of fact, I happened to be the founder of the International 
Association of Food Distribution in Paris in 1952, and it was or- 
ganized for the purpose of bringing over to Europe and the rest of 
the world the economies of self-service distribution. 

IT might say that in Rome, in 1956, the first supermarket was put 
up at our third annual congress and, of course, this has had a tre- 
mendous influence. 

I can think of no better way in penetrating the Iron Curtain with 
our philosophy of life than the supermarket, but in organizing this 
supermarket for Moscow I think it should be representative of the 
entire food industry and not one single organization. It should be 
heralded as the food industry of the United States, in cooperation or 
in collaboration with the Department of Agriculture. That is the 
way it should be presented more than anything else, because it is not 
a chain offering, it is the whole food industry. We in the food in- 
dustry are all interested in it, and we have pioneered in Europe. 

I spent 8 years traveling back and forth all through Europe. I 
returned only recently from a trip around the world where I was 
lecturing on food, the economies of self-service food distribution. 

So we are very strongly in favor of this particular movement of 
presenting our way of life. There is nothing that is more dramatic 
than showing the people of these countries who are living at a very 
substandard level how Mrs, America shops and the great varieties of 
foods. 

Mr. Anruso. This will be the first time that has ever been done. 
We understand that the Soviet Government has agreed to it. Our 
Department of Commerce is working on it, in cooperation with our 
committee, and I believe that it will come into being in 1958. 

Mr. Zoumerman. Yes, sir. I think it will be the greatest penetra- 
tion behind the Iron Curtain possible. 

Mr. Anruso. I might say that the fair which we had in Yugoslavia 
was a tremendous success. 

Mr. ZimMERMAN. Unquestionably so. 
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Mr. Anrvso. Millions of people patronized it, and I think we pro- 
moted much good will. 

Mr. ZimmerMan. I know in Rome for the first week, when it was 
opened, there were over 500,000 consumers, Italian consumers, passed 
through that supermarket. 

Mr. Anrvuso. I know that. 

Mr. ZimMerMAN. It was an amazing success. 

Mr. Anruso. Thank you again. You will be hearing plenty more 
from us. 

Mr. Zimmerman. Thank you very much for allowing me to appear 
on your hearing. 

(The prepared paper of Mr. Zimmerman is as follows :) 


Tue VITALITY OF THE SUPERMARKET INDUSTRY—WHAT Ir HAs ACCOMPLISHED 
AS A Low-Cost DISTRIBUTION OUTLET 


(By M. M. Zimmerman, president, Supermarket Merchandising, 
New York, N. Y.) 


I should like to confine my remarks at this hearing, devoted to the price spread 
in foods between the farmer and the consumer, to the supermarket and its vital- 
ity as a low-cost distributor. 

As a system of mass retailing it has affected the farmer, the processor, the 
wholesaler, the neighborhood grocer, and the consumer. Its ability to attract 
tremendous traffic week in, week out, to move carloads of foods in a day—and 
at a penny net profit—has won the acclaim and envy of the world. 

To appreciate the influence of the supermarket in giving the consumer foods 
at the lowest possible cost, let us review briefly the inception of the supermarket 
and how it achieved its present position of dominance. It is important to study 
this, because what is at issue is the question of whether the supermarket con- 
tinues to be a force in lowering costs. My opinion is that it is a continuing 
dynamic force in leveling prices. 

The supermarket is so much a part of our lives today that it is hard to believe 
it is only 27 years old and that its origin goes back only to 1930. Like many 
other great American innovations such as the electric light, the airplane, and 
the automobile, the supermarket didn’t just happen. It was the product of far- 
sighted grocers who sought a way to bring down the cost of food for the average 
homemaker. 

Before the advent of the supermarket, when Mrs. America wished to buy 
her groceries, meats, fruits, and vegetables, she had to ask the storekeeper or 
clerk for every item she wanted. If she wanted cookies or crackers, he grabbed 
handfuls out of boxes or barrels. Sugar was scooped out of 100-pound sacks 
into brown paper bags. Milk was dipped out of metal cans in pints or 
quarts, and there was very little control over how much water or cream was 
in the milk. Packaging was limited and the number of items that the home- 
maker could buy in any one grocery shop was very small. 

The average grocer carried from 400 to 600 different grocery items, and 
had little knowledge of how to keep his costs low. The facts are that in 
those days Mrs. America was paying as much as 25 cents out of every dollar 
that she spent for groceries just for the grocer’s cost of operation and his 
profit, which could be as much as 10 cents. 

In 1929, when the stock market crashed, America became much more aware 
of the value of the dollar. Every penny spent on food was watched carefully 
and the homemaker thought nothing of walking long distances if she could 
save a penny or two on a food purchase. The time had come for a new idea 
in selling groceries: to find a way whereby the merchant could give the 
shopper more for her food dollar. 

It was then that a man named Michael Cullen, a food-chain executive, be- 
gan to put his mind to the project of creating a food store which would be 
operated at rock-bottom cost. He hit upon a simple idea: He would build a 
gigantic store far away from main-street shopping areas, so that the rent 
would be the lowest that could be obtained; he would eliminate as many sales 
clerks as possible, allowing the homemaker to shop almost completely on a self- 
service basis. At the same time, he wanted to put tons and tons of merchandise 
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out on display in the hope that the large volume of sales would reduce the 
cost even more. He was applying a concept familiar to all mass production 
industries, that the more that is produced and sold, the cheaper it is. 

Finally, his plan called for buying all the merchandise directly from the 
manufacturer, so as to eliminate the profits of the middleman, and for selling 
in such great quantities that he could purchase in carloads, which was the 
only way the manufacturer sold his merchandise. ‘Mike’ Cullen left his job 
with the chain, raised the necessary capital, and built the first supermarket 
in Jamaica, Long Island. He called it King Kullen Market—The World’s 
Greatest Price Wrecker. That was in August of 1930. 

“Mike” Cullen’s supermarket was an instantaneous success. People flocked to 
his store in droves. And why not? Michael Cullen had actually cut the cost 
of selling groceries in the most dramatic manner ever accomplished. Instead 
of taking 25 cents out of every dollar spent by the consumer to operate his 
business, he only required about 13 cents. 

Others began to open supermarkets. In the early days these supermarkets 
occupied abandoned garages, manufacturing plants, and even warehouses. The 
main idea was simply to get a lot of space where rent was cheap. The stores 
themselves, therefore, were nothing to look at compared with the present-day 
supermarkets. Merchandise was heaped up on floors helter-skelter. As time 
passed, however, the customers began to demand more conveniences, more serv- 
ices, and a greater variety. In the early 1930’s you could count the super- 
markets on your fingers; their annual business nationally was less than $100 
million. In 1956 there were 22,517 supermarkets, and their sales amounted to 
$23,190 million, well over 50 percent of ail the sales in America’s foodstores. By 
the end of 1957 there will be over 23,500 supermarkets, and their combined 
sales volume will be closer to $25 billion. 

The precious pennies which the consumer saved by shopping the handful of 
supermarkets during the depression years have skyrocketed into billions today. 
In 1955, when the industry celebrated its silver jubilee, it was estimated that 
over a quarter-century period the supermarkets sold consumers some $150 billion 
worth of foods at a saving of $15 billion. 

Besides creating a new industry, Michael Cullen left behind him a credo which 
became embedded in the minds of those operators who followed in his footsteps. 
It is taken from a letter which Mr. Cullen wrote to the Kroger Co., outlining 
his complete program of supermarket operation before he went into it on his 
own. Inthe closing paragraph, he said as follows: 

“The one thought always uppermost in mind: How can I undersell the other 
fellow? How can I beat the other fellow? How can I make my company more 
money? The answer is very simple—by keeping my overhead down, and only by 
keeping this overhead down can I beat the other fellow.” 

This credo has been the driving force of the industry that has kept costs 
down. 

What has the supermarket accomplished over the past quarter century? 

It is my contention that the supermarket industry continues to fulfill the aims 
of Mike Cullen made 27 years ago—to deliver foods at great savings and at 
the lowest possible cost. 

Let us review a few cases of how the supermarket influenced other branches 
of retailing to lower costs; how by introducing new techniques in its operation, 
by adding more lines and building huge markets for greater volume, it has 
kept costs down. 

First, the supermarket changed the entire distribution picture of (@) the 
food chain, (6) the wholesaler, (c) the retailer. 

At the time when the first supermarket appeared, the food chains of that 
period were operating small grocery stores with weekly volume of from $500 to 
$800 in sales, confined primarily to groceries. The supermarket competition 
reluctantly forced the chains to revamp their entire structure. The competition 
compelled them to replace their small units with supermarkets, despite the fact 
that many chain executives did not believe in the supermarket system of mass 
retailing. In this revamping process, they met the supermarket challenge and 
reduced their gross margins to meet supermarket competition. 

Today the national and sectional food chains are a very definite part of the 
supermarket industry and play an important role in maintaining low prices. 

The wholesaler, as well as the independent retailer, were also forced to meet 
the new conditions imposed by supermarkets. The wholesalers of that period 
were comparatively high-cost operators. To survive supermarket competition, 
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the wholesaler had to streamline his entire wholesaling structure so as to reduce 
operating costs and come out with prices to keep his retail customers in com- 
petition with the supermarkets. He organized voluntary chains, in many in- 
stances furnishing his customers their grocery requirements on a cost-plus basis. 
In addition, he organized complete advertising and merchandising assistance pro- 
grams, to give his retail customers some of the advantages which the super- 
markets enjoy in advertising and merchandising. 

In this whole development, many of the more progressive independent retailers 
organized their own wholesaling warehouse operations, so-called cooperatives. 
These pooled their buying power and put them on a carload buying basis—on 
the same footing with supermarkets. Today thousands of small retailers are 
successfully competing with the supermarket and are holding their own. The 
end result has been that both wholesaler and retailer are in a far better com- 
petitive position and are delivering foods competitively with the supermarkets. 
Unquestionably, this intensified competition between chains, supermarket opera- 
tors, wholesalers and retailers, has contributed materially toward maintaining 
lower food costs. 

The supermarket has now entered another area of development. The intenst!- 
fied competition within the industry has reduced prices and net profit to such 
a low level that it forces the supermarket to look to other avenues of sales and 
profits. Prices have been falling to rockbottom and the net profit, as already 
stated, has been reduced to a penny or less on the dollar sale. All these fac- 
tors—wholesaler, retailer, supermarket, chain—have brought the whole price 
level down. 

Therefore, it has taken on many lines which were once considered foreign to 
the grocery business. These are the nonfood lines: drugs, housewares, etc., 
that the supermarket is developing, not only for increased sales, but uses to 
make up for the lack of profits in many food products. 

And this is another revolution in supermarket retailing which is now in the 
making. Except where fair trade in toiletries is involved, the supermarkets 
have become, to a great extent, a “discount” operation with respect.to house- 
wares, housefurnishings, hardware, soft goods, and many allied lines. 

The supermarket industry is, therefore, entering a new phase in this revo- 
lution. It is going into super supermarkets—massive buildings occupying any- 
where from 75,000 to 200,000 square feet, loaded with all classes of merchandise 
which can be conveniently carried out of the store. 

The far-visioned supermarket operator believes that he can operate these huge 
markets at a lower operating cost through the economies and efficiencies he can 
introduce. For example, such a super supermarket can equal in volume at 
least four standard markets. Thus, the savings on managers, rents, clerks, 
etc., will enable him to sell at ever lower prices. 

In these super supermarkets, while foods will be the magnet of attraction, 
the profit emphasis will be from the nonfoods. 

One of the far-visioned operators on the coast believes that through these 
super supermarkets, he will be able to sell his foods at cost and make his profit 
from the large nonfood volume. And it is not inconceivable that the super 
supermarket may some day give away its foods at less than cost or even close 
to cost just to attract the traffic to its nonfood lines. The supermarket industry 
will help lower costs of nonfoods—the important household necessities, as well 
as foods. It will also continue to find ways to reduce food costs through new 
techniques of merchandising foods. 

In prepackaged meats, for example, the consumer has benefited materially 
through lower prices, resulting from the introduction of new methods which 
sells more of the animal carcass; 25 years ago, meats were sold at a gross mar- 
gin of around 25 percent or even more. Today, because of self-service prepack- 
aging, competition, and the sale of more of the animal carcass, meats are selling 
at a gross margin of as low as 16 percent in some cases, with an average of 
around 18 to 19 percent. In the sale of service meats, many of the parts of 
the animal carcass were not salable because consumers hesitated to ask for 
them. Consequently they were thrown into the offal barrel and sold for scrap. 
Under self-service, many of these parts are packaged and offered at low prices. 
Mrs. Consumer has her choice and buys many of these low-cost meats. 

Similarly, in prepackaged self-service produce, the industry is pioneering to 
reduce much of the waste in fruits and vegetables which occurs during trans- 
port and in the warehouse, most of which finds its way into the garbage can. 
The industry’s aim is to get growers to package many of the perishable fruits 
and vegetables at their level. This will eliminate the waste and reduce the 
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high cost of transportation involved in bringing this waste across the country. 
If this effort can finally be achieved, both the farmer and the consumer will 
profit materially. 

As we all know, when nature is bountiful we have surpluses. Up to the 
time of the supermarket, the grower was usually confronted with the problem 
of moving these surpluses; 25 years ago there were no organized systems of 
retail mass outlets which could help the farmer dispose of them. Today, when 
there is a glut or a surplus on the farm, it’s an easy matter to organize these 
merchandising mass retail outlets on behalf of the farmer and quickly move 
these surpluses into the consumer’s pantry at great savings to both farmer 
and consumer. Since 1936 nearly 400 promotional campaigns organized by the 
Department of Agriculture, in cooperation with chains and supermarkets, have 
moved hundreds of millions of dollars of these surpluses at great savings to 
the American economy. 

Aside from these few examples, the industry has changed the shopping habits 
of Mrs. Consumer. It has given her beautiful markets with many conveniences, 
stocked with the greatest variety of foods and other merchandise. In addition, 
it has introduced many items of cooked and semicooked foods ready for the 
table. It has figuratively taken many housewives out of the kitchen, and given 
her more leisure. It pioneered frozen foods so that today strawberries finds its 
way to the table in February, at prices much lower than when first introduced. 

Yes, the supermarket continues as a force for progress. Look at the modern 
supermarket today with expensive refrigeration and air conditioning, to take 
care of all the freshness of the products they display, sanitary foods, quality 
merchandise well packaged by manufacturers, carefully displayed, with fresh- 
ness and variety that is beyond the imagination of the housewife of 25 years 
ago. All these come to the consumer without any increase in costs. If anything, 
Mrs. Consumer today can just thank her lucky stores that all these advantages 
come to her in the lowest-cost retail business in the world. Gentlemen, I say 
that this is a miracle of modern distribution. 


Mr. Anrvuso. We have with us Dr. Charles H. Phillips, president of 
Bates College, Lewiston, Maine. I am going to give the privilege of 
introducing Dr. Bates to our very distinguished colleague from 
Maine, Congressman McIntire. 

Mr. McIntire. Thank you very kindly. My colleagues on the com- 
mittee and our guests here today, I am very happy to introduce the 
president, Dr. C harles Phillips, of Lewiston, Maine. 

Dr. Phillips has had a distinctive academic and research training, 
with experience in the field of marketing. In addition to that he is 
an outstanding man in the field of education. 

_ He is president of Bates College which is one of the leading colleges 
In our State. 

Dr. Phillips’ background from his academic and merchandising 
experience in my opinion makes him eminently qualified to appear 
before this committee, Mr. Chairman, to discuss various aspects of 
merchandising and trading and other matters which he may wish to 
present to the committee. 

I am very happy that it 1s possible for me to be in New York today 
when Dr. Phillips is appearing before this subcommittee of which I 
am a member, and to introduce him to you. 

Dr. Phillips, I must apologize in that I am returning to Maine for 
a meeting in Bangor tonight, and I will beg your pardon in leaving 
at such time as is nec essary to make the appropriate connection. I 
am very, very happy that you are here with us this morning. 

Mr. Anruso. Thank you, Mr. McIntire. Dr. Phillips, I would 
like to ask you this question first, before we proceed with your testi- 
mony. How much time would you like, and whether you would pre- 
fer to have your statement introduced in evidence and then speak 
from it, or we will accept any other suggestion that you may have? 
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Dr. Puiuirs. If it is satisfactory with members of the committee, 
I would like to present my statement, if I may. It will take me ap- 
proximately 20 minutes, perhaps, and then if you have questions or 
anything that you would like to ask of me I would be delighted to 
be of service. 

Mr. Anruso. That will be fine. The only other witness remaining 
this morning is Mr. Galub, who has come down from Schenectady. 


STATEMENT OF DR. CHARLES H. PHILLIPS, PRESIDENT, BATES 
COLLEGE, LEWISTON, MAINE 


Mr. Puiuirs. Thank you, Mr. Congressman, and thank you Con- 
gressman McIntire. I appreciate your introductory remarks very 
much. 

Mr. Chairman and members of the committee, my name is Charles 
F. Phillips and my home is in Lewiston, Maine, where I serve as presi- 
dent of Bates College. 

However, this morning I appear before you on behalf of The 
Sperry and Hutchinson Co., the leading company engaged in the 
distribution of trading stamps and the merchandise for which such 
stamps are redeemed. 

For the past several months, it has been my privilege to serve this 
firm as an economic consultant. The Trading Stamp Institute of 
America, the major trade association of trading stamp companies, has 
also asked me to speak for its members. 

So that you may better judge my remarks, perhaps it should be 
added that I am an economist by training who has specialized in the 
marketing or distribution aspects of that field. 

To illustrate, I am the coauthor of several textbooks in this area, 
including Marketing: Principles and Methods, Marketing by Manu- 
facturers; and Retailing: Principles and Methods. 

For several years I was either managing editor or editor-in-chief 
of the Journal of Marketing, the major academic publication in the 
marketing field, and am currently chairman of the publications policy 
board of the American Marketing Association. 

Let me make it clear that, while I am a consultant for the Sperry 
and Hutchinson Co., I have no financial interest in any stamp com- 

any. Basically my reason for being here today is because of my 

lief in the free private enterprise or competitive economy. In such 
an economy, a company’s right to exist—assuming it obeys the laws 
of the land—is determined in the market place. Likewise a com- 
pany’s product or the selling techniques used by any firm must meet 
the test of the market. 

Frequently the judgment of the market is harsh. For example, 
it is estimated that over two-thirds of all the new products introduced 
to the American market since the end of World War II have not 
found acceptance. 

What this means is that the American consumer, exercising his 
freedom of choice, has looked over these products, decided they were 
not satisfactory, and refused to buy them. Because of his refusal to 
spend his money for them, they have disappeared from the market. 

In contrast to the consumer’s unwillingness to accept many of these 
new products has been his favorable response to trading stamps and 
the merchandise for which the stamps can be exchanged. 
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This favorable response is evident in that the consumer makes her 
purchases at stores which offer trading stamps are now saved by at 
least half of all our families. So, and I repeat, my interest in being 
here today is to lend a voice on behalf of those who believe that this 
freedom of choice on the consumer’s part should continue. 

Today there are some individuals who wish to deny trading stamps 
the right to the market test which is the very foundation of a com- 
petitive economy. What they actually v rant to accomplish as was 
evidenced this morning is to take stamps out of the market by legis- 
lative action, either directly or by means of taxation. 

However, they know it is unwise to admit this in explicit terms, 
so they base their requests on the claim that the trading stamp is an 
unfair method of competition. So the first question I would like to 
discuss with you is this: Is there any justification for the claim that 
the trading stamp is a form of unfair competition ? 

Trading stamps: a promotional device. To achieve the prospective 
essential for an objective answer to this question, we must recall that, 
essentially, the trading stamp is a promotional device. 

Furthermore, as a means of attracting customers to a store, the 
trading stamp is in competition with many other means of promo- 
tion. One retailer expands his newspaper advertising, another takes 
on a radio or TV program, while another enlarges his parking lot 
and provides boys to carry packages to customers’ cars. Other com- 
petitors adopt give-away programs, such as that of the A&P in 
Providence last winter when it gave away 10 automobiles to bring 
in customers to its 24 stores in that area. That such give-away plans 
are not confined to the large chains is evident from the Daitch- -Shop- 
well promotion which, during a 5-week period, distributed $37,000 
worth of prizes including motorboats, gas ranges, table lamps, and 
merchandise certificates. 

In brief, there are many kinds of promotional devices from which 
each retailer may select those best fitted to his type of operation. If 
we are to have the benefits of a competitive economy, we must recog- 
nize that promotion is inevitable and that trading stamps are one 
form of promotion. 

As an aside, may I also point out that such promotional devices 
as automobiles and other giveaways benefit just a few people, that is 
just the lucky few who happen to win them. In contrast, the trading 
stamp spreads its benefits among the millions of stamp savers, since 
the stamps of each saver can be redeemed for valuable merchandise. 

Aspects of trading stamps considered unfair: I find that when the 
foregoing analysis is presented to retailers who dislike stamps, they 
will usually admit. its validity—but they will immediately counter 
by saying that there are various aspects of trading stamps which make 
them’‘an unfair promotional device. 

For example, and I list some, they may say it is unfair to have 
double stainp days, unfair to take the time of the retailer’s sales- 
people or checkers to hand out stamps, unfair for a stamp company to 
give its particular brand of stamp to just one food store in a trading 
area, and unfair for stampgiving retailers to advertise that the mer- 
chandise received from stamps is without cost to the consumer. 

From the point of view of objective analysis, it is important to 
note that all of these objections may be raised against other forms 
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of promotion. Taking them in reverse order, giveaway promotions 
are also advertised as “without cost to the consumer (just how valid 
this statement is for trading stamps we will soon see). 

Here are five, for example, each one a giveaway promotion of vari- 
ous retailers; each one in his window when these pictures were taken 
shows a large “free” giveaway free, very common promotional prac- 
tice. 

The factor of exclusiveness is found, and for good reasons, in many 
aspects of marketing. To illustrate, one retailer in a given area is the 
exclusive agent for a certain brand of merchandise. Or again, not 
all retailers in a given trading area or shopping center can be equally 
well located in relation to parking facilities. They have an exclusive 
feature. 

Nor can all retailers sponsor the same radio or TV program. As 
to the objection that the issuance of stamps takes some of the time 
of the retailer’s employees, it also takes personnel to operate give- 
away programs, to carry packages to parking lots, and to prepare 
newspaper advertisements. 

Some retailers point to still another aspect of stamps which they 
consider unfair. This point was made in the previous testimony this 
morning. 

They say: “I don’t like stamps and don’t want to adopt them, but 
my customers force me to do so.” Of course, what these retailers are 
really saying is that the consumer should adjust his demands to the 
retailer’s wishes whereas, in fact, the retailer is in business to serve 
the consumer. Put another way, under a competitive system if the 
consumer wants better looking stores, new products, or tré ading stamps 
it is up to the retailer to provide them—regardless of w hether or not 
the retailer wishes to do so. 

In competitive economy, the consumer is king, and only those re- 
tailers who can accept this principle will survive. Moreover, they 
are the only ones who should survive 

Hard competition not necess arily unfair: Three years ago I spoke 
before the Boston Conference on Distribution on the subject “Do We 
Still Believe in Competition?” On that occasion I pointed to one 
example after another which could be described best by the short 
but incomplete sentence : 


We all like competition, but * * * 
We all like competition— 


T said then— 


since we know it is essential for our type of economy and we like the freedoms 
which our economy gives to each of us—the freedom to enter or withdraw 
from any specific field or career, freedom to set our own prices, yes, even free- 
dom to undersell somebody else and take business away from him. 

But— 


T continued— 


all too often when a competitor really acts like a competitor and does some- 
thing which hurts us—cuts a price, sells harder, improves qualitvy—it becomes 
“unfair competition,” and we run to our trade association, our resources, or 
the Government for protection. 

Trading stamps: a fair method of competition. And so it is with 
trading stamps. They are not an unfair method of competition. 
They have been used in the country for over 60 years, and few retail- 
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ers ever gave them a second thought. Then in recent years they 
caught on. They became an effective promotional device. They be- 
gan to hurt. Then the cry went up—they represent “unfair com- 
petition.” 

As you will notice this testimony was prepared prior to the recent 
FTC decision on fair or unfair competition, and I have here a 
copy of the official release of the Commission, that is, a print of it, 
in which the— 


JSommission announced today that it did not consider trading stamp plans in 
themselves to be an unfair method of competition under the laws it admin- 
istered. 


Mr. Jenninas. I wonder if that entire report might be made a 
part of this record ? 

Mr. Anruso. Yes. 

Mr. Puiutres. I will be delighted to offer the entire report of the 


Commission if I may, which I think is most important and it would 


have been incorporated in my paper had it come out early enough 


except that the drafting of this was beyond that point. 
(The press release dated October 3, 1957, is as follows :) 
[Press release] 


FEDERAL TRADE COMMISSION, 
Washington, D. C., October 3, 1957. 


FTC ISSUES STATEMENT ON TRADING STAMPS 


The Federal Trade Commission announced today that it did not consider 
trading stamp plans in themselves to be an unfair method of competition under 
the laws it administers, and concluded not to issue any complaints at this 
time prohibiting the use of trading stamps. 

The Commission’s decision followed an investigation inquiring into the opera- 
tions and business methods of certain trading-stamp countries. It was launched 
following receipt by the Commission of complaints from individuals and busi- 
nessmen condemning the use of trading stamps as an unfair method of com- 
petition or as unfair or deceptive acts or practices in commerce. This in- 
vestigation revealed that trading stamp plans are not a recent innovation in 
merchandising but have been in use for over 60 years. At the present time, 
there are some 300 companies operating trading stamp programs. While find- 
ing that their present popularity is unprecedented, the Commission noted that 
the operation of stamp plans has been largely cyclical in the past, varying in 
response to consumer interest. 

At the outset, the Commission recognized that its authority is restricted to 
inhibiting activities and conduct which are encompassed within the prohi- 
bitions set forth in the statutes enacted by Congress or condemned by public 
policy. Thus, under section 5 of the Federal Trade Commission Act, “unfair 
methods of competition in commerce, and unfair or deceptive acts or practices, 
in commerce” are declared unlawful. This section has been construed by the 
courts to confer a broad discretion on the Commission in its initial determina- 
tion of what is an unfair method of competition or an unfair or deceptive 
act or practice in commerce. However, the Commission recognizes that this 
discretion must be exercised within established principles of law and in situa- 
tions where the unfavorable impact upon commerce must be definitely revealed. 

The subject has been before the courts and State legislatures for some time. 
As early as 1916, the Supreme Court of the United States in three decisions 
(Rast v. Van Deman & Lewis (240 U. 8S. 342) ; Tanner v. Little (240 U. 8S. 369) ; 
and Pitney v. Washington (240 U. 8S. 387)) held that the prohibition of trading 
stamps was within the police power of the States, at least so far as any Federal 
constitutional provision was concerned. While these decisions have been fol- 
lowed in some 8 or 4 States in which State statutes have outlawed gift enter- 
prises or trading stamps, the great majority of the States have seen fit not to 
do so. A considerable number of State supreme courts have held that statutes 
aimed at stamp plans promoted by other than the merchant using stamps are 
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unconstitutional as discriminatory class legislation, while other States have 
simply held that anti-trading-stamp legislation is not a proper exercise of the 
State police power. The legislatures of some of the States have considered such 
proposed legislation and declined to take action, and in one instance anti-trading- 
stamp legislation was defeated by popular referendum. This apparent reluc- 
tance by the States to act in this matter was a factor in the present decision of 
the Commission. 

The matter of trading stamps has been formally before the Commission on at 
least six occasions from 1917 to 1954. In each case, however, the Commission’s 
order was directed against certain acts, practices, or representations of the 
“promoter” which were found to be in violation of the general national policy 
against selling merchandise by lottery, or provisions against exclusive dealing 
or price discrimination. In no case did the Commission hold that trading-stamp 
plans in themselves were unlawful. 

Although deciding not to take action as to stamp plans at this time, the Com- 
mission emphasized that changing circumstances or methods may reveal that 
some plans may be operated in violation of specific provisions of law. For that 
reason, the Commission intends to continue to study stamp-plan operations and 
will take action where necessary to prevent deception of customers, price dis- 
crimination, illegal exclusive dealing, boycott, conspiracy, or any other conduct 
in violation of the Federal Trade Commission or Clayton Acts. 


Mr. Puuirs. Impact of trading stamps on retail prices: Up to this 
point I have tried to establish the fact that competition is the basis 
of our economy, that promotional activity is essential to a competitive 
system, that trading stamps are a form of promotion, and that they 
are a fair method of competition. Now we turn to the crucial ques- 
tion: What is the impact of stamps on retail prices? 

The Haring- Yoder study: The first study of stamp impact on prices 
to which I would like to direct your attention is that published last 
May by Professors Haring and Yoder of Indiana University’s School 
of Business. Essentially their study made two main approaches to 
our question. 

The first approach was to study the prices asked by stamp and non- 
stamp food stores in Indianapolis. 

I want to emphasize that, Mr. Chairman, this is not a helter-skelter 
list of national brands, This is the whole list of items which the De- 

— uses In making its own investigation, everything across the 
oara. 

Using the same food items the Bureau of Labor Statistics employs 
in compiling the food section of its Consumer Price Index, actual 
prices were obtained from 28 Indianapolis foodstores on December 4 
and December 7, 1956. 

By average prices for these 2 days, one a Tuesday and one a Friday, 
the authors took account of both regular prices and weekend specials. 
Of the 28 stores, 9 gave trading stamps while 19 did not use this form 
of pronation, 

ne way to state the results of this study is to arrange these 28 
stores in order from the store having the lowest average prices to the 
one charging the highest average prices. 

When this is done (exhibit I), 7 of the 9 stamp stores fell in the 
lowest priced half of the stores, with but 2 of the stamp stores falling 
in the group of 14 stores having the highest prices. 

Another way to summarize the study is to average the prices of 
the 9 stamp stores and compare this average with that for the 19 non- 
stamp stores. When this is done (exhibit I), the 9 stamp stores show 
average prices of approximately 1 percent below their nonstamp 
competitors. 
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In brief, this first approach used by Professors Haring and Yoder 
gives no evidence of higher prices in stamp stores; in fact, if it sug- 
gests anything, it indicates just the reverse. 

This is done in this chart on my Tight. Notice that, if you will, 
split the entire group of 28 stores in 2, forgetting these 2 over here for 
a moment, the entire 28 stores, and you will notice that of these 
stores—and the box figures represent those which gave trading 
stamps—that they range the whole gamut, that 7 of the 9 en 
giving stores fall in the lowest half of all of the stores investigated 
in this city; 2 in the upper. If you take the average of all of the 
prices of the stamp-giving stores and of the non-stamp-giving stores, 
actually the stamp-giving stores averages a bit below I percent that 
of the nonstamp stores, but the significant thing is that this is the 
freedom of choice that competitive markets give to their customers— 
a customer has a freedom of choice of shops at any store and prices 

vary from store to store. In some places the stamp-giving stores are 
below ; other places they are not, although on the average they were 
below. 

That approach is not new to this committee now. 

Now we turn to the second approach used in the Indiana study of 
the question: What is the impact of trading stamps on retail prices? 
As basic data for this approach, the authors used retail prices as 
collected monthly by the Bureau of Labor Statistics for 20 cities. 

The 20 cities were divided into 2 groups, a group of 15 cities in 
which trading stamps were widely used and a 5-city group where 
trading stamps were not important in the food trade. Then average 
monthly price trends were compared for these two groups of cities 
for the January 1950 to December 1956 period. That ie us back 
before we had food stamps being used in our major supermarkets. 

You will recall that it was during the last 3 or 4 years of this period 
that stamps were expanding rapidly i in the food field. 

It should be self-evident that if trading stamps allowed the re- 
tailers using them to raise prices, we would expect the price trend in 
the 15 stamp cities to rise relative to that in the 5 nonstamp cities. 
But exhibit IT makes it clear that this did not happen. 

The 100-percent line across this chart represents the 5 nonstamp 
cities. That represents 100 percent all the way. The dotted line rep- 
resents the average for 15 stamp cities. This goes back to the period 
before there were stamps. It goes through to the end of 1956 when 
stamps were w idespread in the 15 stamp cities. 

Notice that the average prices in the stamp cities were at approxi- 
mately the same level at the end of this period as at the beginning. 

At times these would be below. You always get fluctuations. In 
fact, they ended up slightly below. 

I think that the crucial point about this is—remember that stamps 
were being introduced in these cities in the 1952, 1953, 1954 period. 

Notice just before that introduction in the cities in whidk they 
were coming along, prices had been averaging a little higher than in 
the other cities. With the introduction of stamps the price level came 
back down to the same level where it was before. 

As a matter of fact, despite the adoption of stamps by food stores 
of the 15 cities, the average food price index for these cities stood in 
exactly the same rel: ationship to the index for the 5 nonstamp cities 
in December of 1956 as it did in January of 1950. 
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The authors were certainly justified in concluding that the price 
trends which they found were— 
opposed to the hypothesis that stamps bring an upward divergence of food 
prices in the communities in which stamps are widely introduced into food 
stores. 

Boston College study : Just this past August, Dr. Joseph D. O’Brien, 
associate professor of marketing at Boston College, published a study 
of food prices in Boston’s supermarkets. His results support the 
Haring- Yoder study in that the chain having the lowest prices in the 
city of Boston over a period of 3 weeks gave trading stamps. 

Gasoline prices: So far the evidence presented has referred di- 
rectly to food. But similar evidence is also available for gasoline— 
and this evidence is important to this committee, since the former 
is a large consumer of gasoline. 

Exhibit ITI shows the pr ices asked by gasoline stations in Erie, 
Pa., on September 22, 1957. 

Prices were gathered from each of the stations selling well-known 
brands and located on the right-hand side of Route 5 traveling from 
west to east through the city. Of the 9 stations, 7 gave stamps and 2 
did not. Yet all sold gasoline for the same price, 27.9 cents per 
gallon. 

Exhibit IV shows gasoline prices in a rural area. The stations 
covered were on the right-hand side of Route 20 and were located in 
the 36—mile stretch from Silver Creek, N. Y., to Depew, N. Y. 

Prices were obtained from all thestations selling well-known brands 
so that no bias was introduced, as might have been true, had but 
certain stations been selected. 

Again it is evident that low prices are not confined to those stations 
which avoid stamps. As a matter of fact, the lowest price was quot- 
ed by a stamp-giving station, while the two stations with the highest 
prices did not give stamps. 

It has been said that if all of the retailers gave stamps that the 
consumer no longer has a choice. That simply is not true, sir. Only 
12 percent of all retail sales in the United States ‘are made currently 
by retailers giving stamps. It is higher in some fields, obviously. 

By taking retail sales as a whole ‘there is a vast choice open to the 
consumer. 

Stamps may reduce prices in nonstamp stores. Before leaving the 
influence of stamps on prices, I want to make one other point—one 
which is frequently overlooked. Taking a retail trading area as a 
whole, a good case can be made for the statement that stamps actually 
result in lower prices in that they force the nonstamp retailer to reduce 
his prices. 

To be specific, when the Safeway organization—with a longtime 
policy of not giving stamps—found ‘competitors taking business away 
from its units through an aggressive trading-stamp program, it re- 

taliated by reducing its prices. And I have quoted here the executive 
of that company who gave that in a court record. 

It is my observation that the A. & P.—another nonstamp retailer— 
reacted in a similar manner. As a matter of fact, one study goes 
so far as to conclude that reducing prices is “the No. 1 weapon” of 
the nonstamp store. 
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It has been said that if all the retailers gave stamps that the a 
sumer no longer has a choice. That simply is not true, sir; only 
percent of all retail sales in the T Mnited States are made ec arene a 
retailers giving stamps. It is higher in some fields, obviously. By 

taking reté tail sales as a whole, there is a vast choice open to the con- 
sumer. 

In support of this statement, it quotes the replies of owners or man- 
agers of 511 nonstamp food stores and 416 nonstamp drugstores as 
to the measures they adopted to combat trading-stamp competition— 
51% percent of the food stores and 22.6 percent of the drugstores re- 
ported that they used lower prices. 

The way the competitive system operates, I can call your atten- 
tion to another illustration—I am referring specifically to what is 
going on as we are sitting here this morning—the introduction of 
stamps in the Chicago area. One of the major chains in that area 
happens to be Jewel Tea that has decided it will not adopt stamps, 
but it has already announced publicly that the way it is going to meet 
that competition is to reduce its own price. That is a natur al reaction, 
the natural way a competitive system works. 

Now, if these last observations are true, it may be that such studies 
as the Indianapolis survey by Professors Haring and Yoder actually 
understate the impact of stamps on prices. Because what such a 
study does is to relate prices in stamp stores to those in nonstamp 
stores. 

It is a relative comparison. 

If the prices of both stamp and nonstamp stores are reduced (which 
would be to the consumer’s benefit), this general reduction in prices 
would not show up in a relative price comparison between 
stamp and nonstamp stores. While we need further investigation 
to substantiate this possibility, my observation of the wav a competi- 
tive economy operates leads me to the tentative conclusion that the 
possibility is probably a fact. 

Trading stamps and retail failures. Now I shift to another subject, 
and a new one for the committee, perhaps. One of the charges fre- 
quently levied against trading stamps is that they increase retail 
failures. Although this charge i is stated in several ways, the general 
implication is that many ret tailers are forced out of business in any 
area in which trading stamps are introduced. 

To subject this charge to a statistical test, I asked Dun & Bradstreet, 
Tne., to make some special tabulations of its retail-failure figures for 
25 large cities. I asked them without any knowledge on their part 
as to what the figures were to be used for. They had no idea, but I 
simply asked them to make a special tabulation of their retail-failure 
figures for 25 large cities. They run these all of the time. They 
keep a steady count, as you all know. each month. 

Specifically, the number of retail failures for (1) food stores, (2) 
drugstores, and (3) dry-goods and general-merchandise stores were 
tabulated separately for each year from 1947 through 1956 for each 
of these cities. 

The regular Dun & Bradstreet definition of “failure” was used in 
this study. While excluding discontinuances with outside obligations 
paid in full, this definition includes— 


those businesses that ceased operations following assignment or bankruptcy; 
ceased with loss to creditors after such actions as execution, foreclosure, or 
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attachment; voluntarily withdrew leaving unpaid obligations; were involved in 
court actions such as receivership, reorganization, or arrangement; or volun- 
tarily compromised with creditors. 

There are two exhibits which indicate the results of this particular 
study which I have here. On this exhibit, exhibit 6, perhaps, if you 
will look at that one first, I have placed the actual figures of the 
Dun & Bradstreet report. These are the 25 cities; here | indicating | 
are the cities with no stamp activity. Here are the cities with little 
or no stamp activity in these periods. 

I have taken the exact figures for the 3 years, 1947, 1948, and 1949, 
as the period before stamps were important in these areas. I have 
taken 1954, 1955, and 1956 when stamps have been relatively important. 

You will note, of course, what happened, that in this period there 
has been a great increase in retail failures. That is something we 
are all aware of, a great increase in food failures. From this number 
to this number during this period, of drug and dry-goods failures. 

If you want to put those in percentage curves and have this period 
equal to 100, then for the current period the failure goes up to 243 or an 
increase of 243 percent, if I make the point clear. This being the 
base period, this being the other. 

In all 25 cities there has been a great increase in failures. <A sig- 
nificant thing, however, is to note that in the cities with no stamp 
activities, and in the cities where there was little activity back in 
the base period, but great activity in most recent years, in each case 
the failure rate—the increases are below not only the cities without 
stamps, where that has not even been a factor, but, also, below the 
average for the 25 cities as a whole. 

If I may make my point perhaps more clear, this will illustrate it: 
The height of this ine represents the failures as compared with 
the 100 in the base period for the 25 cities. This represents the height 
of failures in the cities where there have been no stamp activities; in 
other words, in this case, the failures without stamps were not as 
great as the average in the 25 cities. 

In these cases the failures were greater, but in the cities where 
stamps became important during this period, the increase is much 
less in each specific situation. 

In this case, for example, the failure rate is 105 percent. Here, 144 
percent; and here, 145 percent. 

The whole point is not to justify a particular position or to explain 
what caused all of this. 

Mr. Cootry. May I interrupt? 

Are you trying to make the point that the green stamps prevent 
bankruptcy ? 

Mr. Putiurrs. No, sir. 

Mr. Cootry. That is your conclusion. 

Mr, Putiiaips. That is your interpretation. 

Mr. Cootry. That is the way I understood your explanation to us. 

Mr. Putiurrs. No,sir. Iam trying to— 

Mr. Cootry. Where you have green stamps, you did not have any 
trouble with bankruptcy ? 

Mr. Puiuies. If I may continue with this one sentence: All I am 
trying to show is that there are many, many causes of retail failures. 

Mr. Cootey. You know what this is all about. 
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The Republican administration goes along with this same stuff. 
We know that. 

Mr. Putiures. My only point is that retail failures are caused by 
dozens of faults, and to pick out a single one of them, trading stamps, 
and to say that that is the cause, I would not read the opposite into 
my figures here by any means. 

Exhibit V makes it clear that the number of retail failures for each 
of the 3 retail fields increased substantially during the 1954-56 
period as compared with the 3 years from 1947 to 1949. 

Using the total 1947-49 failures as 100, in 1954-56 food failures 
rose to 248, drug failures to 238, and dry goods and general merchan- 
dise failures to 226. 

However, for all 3 fields of retailing the increases in failure indexes 
were substantially less for those cities where the usage of stamps had 
gained the most as compared with both the 25 cities and with the cities 
without stamp activity (see exhibit V1). 

To illustrate, whereas the 1954-56 failure index for drugstores in 
the 25 cities had advanced to 238 and 358 in the nonstamp cities, in 
the 9 cities showing a large gain in trading-stamp activity the failure 
index advanced just to 144. 

In brief, there is nothing in these figures to suggest any validity te 
the statement that the widespread usage of trading stamps increases 
retail failures. As marketing students have long recognized, retail 
failures are a result of many factors, and to point to trading stamps 
as a major element is to distort the truth. 

Finally, let us examine the position of the consumer in relation to 
trading stamps. ‘The price studies cited earlier in this testimony point 
to the conclusion that by exercising her shopping ability the consumer 
may make her purchases in a stamp-giving store and still buy at prices 
comparable to those in nonstamp stores. In brief, she can get her 
stamps without extra payments. 

So the question we now face is this: Are the stamps worth any- 
thing to her? 

In answering this question we are on solid ground, since it has been 
studied by the Department of Agriculture. 

Using manufacturers’ list prices as a base, the Department com- 
puted the median merchandise value of a book of stamps at $3.74. 
They simply go into the store, find what that merchandise would cost, 
and then find out how many books it takes to get that merchandise, and 
they compute that value as $3.74, or 214 cents for each dollar spent 
to fill the stampbook. 

Even when discount-house prices were used as the basis of compari- 
son, the consumer obtained merchandise worth 1.55 to 2.29 percent of 
each dollar spent. So the answer is clear. Stamps do have value to 
the consumer. 

As you have said, the consumer isa thrifty buyer. 

Moreover, the Department of Agriculture adds that: 

By and large, consumers appear to be satisfied with merchandise or gifts 
offered in exchange for stamps. 

If still another study of the value of trading stamps is desired, it is 
available in exhibit VII. This is a study made by Prof. Eugene R. 
Beem. What he did was to find the value to the consumers. 

97926—57-—_—_9 
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Here we find the value to the consumer of a book of S. & H. green 
stamps based on what the same merchandise would cost if bought from 
a mail-order catalog, in a California department store, and at a Cali- 
fornia discount house. 

Even at discount-house prices, each book of stamps is worth $2.56. 
Again, it is quite evident that stamps do have value to the consumer. 

he number of items he used as the basis of comparison are given in 
the next column. 

You will note on this computation he finds that a value of a book 
of green stamps ranges from $3.21 in a leading mail-order catalog to 
$2.56 at discount-house prices, or a range, if you like it in percentage, 
of 2.67—roughly 2.66—percent savings down to a little over 2 percent 
savings. 

In summary I have tried to establish these points: 

First, trading stamps represent a fair and highly effective form of 
competition. ‘They are a type of promotional activity, and promotion 
is essential to a competitive economy. 

Second, the evidence points to the conclusion that the giving of 
stamps does not allow a retailer to raise his prices. As a matter of 
fact, it is my own opinion that the competition of stamps results in 
lower prices in nonstamp stores, and therefore gives savings even to 
the consumer who does not save stamps. 

Third, the evidence does not support the claim that trading stamps 
are an important factor in increasing retail failures. 

Fourth and last, trading stamps do have value to the consumer. 
That consumers recognize this fact is amply demonstrated by. the way 
they patronize the stores which give stamps. 

In fact, the great growth of trading stamps in this country is but 
further evidence of the flexibility of a competitive economy. And 
what a competitive system does for the standard of living of those 
fortunate to live in such an economy is no longer subject to debate. 

I appreciate the opportunity of appearing before you, Mr. Chair- 
man and members of the committee. 

If I can answer any questions or be of aid to the committee in any 
other way I am at your service. 

(The exhibits referred to are as follows :) 


Exursit I 
imp MEDIAN PRICES, 28 FOOD STORES 


IN INDIANAPOLIS 
Lecarnier 4 amd FPG 






"soso 
| stamp stones 












FOOD MARKETING COSTS 127 


Bxureir If 


PERCENTAGE COMPARISON OF AVERAGE B.L.S. FOOD PRICE INDEXES FOR 15 STAMP 
CITIES’ anh . NGN-STAMP CITIES* JAN. I950-DEC. 1956 rest wore copverted 1 an sates) 
fe ne ROE INDEX FOR 15 STAMP CITES 
: x 7 — a 
; het oe fae A Wee | a. vo Pe. . FO esis og 
00 ie Mo  # \, . 
oe hee 
“1950 °~«C«9S) (“<ssCiRS:C“‘i SSCS CMS 1956 
SOURCE Computed fram 8.1.5 Food Price Indexes 
“Atlanta, Balfanore, Boston, Kew York, Philedelphia, Pittsburgh, Scranton, Gincionati: Glevelood, Detroit, Houston, 
Kanses City Minneqpolts, St Lowis and Partlond Abert Haring 
IL 2 Woshington OC Chicago, los hagckes, Saxfrencisco and Seattle Wottace ©. Yoder 
ExuisiT III 
—— yous PRICE OF REGULAR GASOLINE AT 
rl oraap ERIE, PENNSYLVANIA, FILLING STATIONS 
= OM SEPTEMBER 2? 1057 
LJ | 7) | | 
i : i 1 ¥ 
| pe | Loe i] 
Eide || || | rie 4 
aa Pell | a | 
| 1 | | i} | ) 
Oeil | {| 1 i} 
4 to} : | t ; ; i 
eis | | | eed ea lle 
Ui) ee ee eee 


tL... STATIONS 


EXuHisit IV 


PRICE OF REGULAR GASOLINE IN RURAL AREA FILLING STATIONS 
OF WESTERN NEW YORK, SEPTEMBER 22. 1957 


33) (> Non stamp — 
21 = C | STAMP weiibcibenss eee on % ) \ = C 

| fa] eta Ey | 
wo] ba abhi H 
mete PRE BRA T BS 

Smebhitl Ther | b epee ay le 

Lei. de | i thot ie et 











128 FOOD MARKETING COSTS 


Exursit V 


| 1947-49 vs 1954-56 
soo, (1947-49-10) 


— FOOD 


DRUG 














fs he WITH CITIES WHERE 
NO STAMP = STAMPS 
ACTIVITY DEVELOPED - 


: SOURCE: 
Y SPEGIAL TABULATION BY OUN€ BRADSTREET, INC 


25 CIT 


———————— 


FOOD MARKETING COSTS 129 


Exuisit VI 


es » BIR 3 | 

ee RETAIL FAILURES IN SELECTED FIELDS’ 

ea 1947-48-49 Compared Hite 1954-85-5 a 

ie | MUMBER OF FAILURES 7 INDEXOF FAILURES 

| ‘ CITIES | FOOD” ‘ DRuss FAY S888 Foon paves se 
. fee ae _ 1OATE8 6A SL "947-80 OA (982.49: 3840 Nin 48 Wo t-5e lat 49 Sb BE WEES 

5 Ciies? 5641370 69 164 79 {79 bad 243 100 238: 10 00 276. 


Cities with no stamp activity’ 79 Of 24 : ) 
Cities with lille or no 8 32 dl 100 113° 100 358 | 100. 266 


stemp activity in 1947-48-49 | Ty tt 
but heavy activity in 954. 55.56 88 92 25 56 30 43 100 105 100 44 100 143 


arcnnncen rath 





Gus ‘ ORGY Sie & aT Pry eat Meshig oC . 
MS Chncinmt hawt Meese Cily Mo, Labeasrais Sesoten Sener Bupeiter 


Aes Davies ioted ware. Wow tik Cig Chemo Ahiiasetpina Betrat (es, ite 
“e napeiice Meni 60a te how Fre nt Mere 
ne Cleon 













Nt stom arte bes cb oe ‘ESE BETA Sa cage ana Wigan te Load Peet ae sox Cnkcage Mctigtar and Mew tre | 
8 reba ay: ae és ; AMG Mest wbgib 


ES Phe sifie> 


i dbs 





6 KEG 


Ce RO aT Kosten Muaneasols, Kocheston aad Deaws &x heeds and te breqaiy he cles ghee 
SPN Bat Pare Tes tas fev ate and Py goats BG PREG HEC — YBEE Sgacal iowaton dy Guns Bradstreet ine, 


* 


Exuisir VII 


VALUE TOC CUSTOMER OF [200 S¢H GREEN STAMPS, 1956 





| No.of Value of SH Gaigon Book 
| Otendard of Comparison | a Th | | ind lars | F z of purchases 
bad Pee tt dan dy eee rr rors A per book | 
Leading mail order catalog| | | 267 
Northern California mony 

Department Store | 316 | 
Northern California | | | 

Discount House 63 | 2.56 bint 2.13 | 








SOURCE 50 studles af Professor Lugeme Beem Schoo af 
WT baseness Min stein Ltrasity of Coltirmia 


Mr. Anrvso, Thank you very much. I am afraid there will not be 
too much time for questioning if we are going to listen to the other 
witnesses. 

Mr. Cootzy. Suppose you have two drugstores in a rural area. One 
of them uses stamps, the other does not. 

The second store, realizing the competition is too keen, starts using 
stamps, so both are using stamps. 

Where is the value to anybody ? 

Mr. Puiuiips. The answer to that, sir, lies in the fact that the pull- 
ing power of the stamps varies just as the pulling power of other pro- 
motional things vary. 

In other words, those two stores could not be offering the same kind 
of stamps. 

Mr. Cootry. Why ? 
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Mr. Pures. Because the stamp company would not let them both 
use the same kind, if they were competitors. 

This is just like a newspaper. It cannot sell the same place space to 
two different rent competitors. 

There is only that one space available for sale, and therefore, 
trading-stamp companies offer their services to people who are in com- 
petition. And the whole impact of the trading stamp is that two 
people who are not directly in competition could not offer exactly the 
same thing. One would have one kind of stamp; the other would have 
another kind of stamp. 

Mr. Cooter. What is the real value of the trading stamp in our dis- 
tribution system in this country ? 

Mr. Puiuirs. I think the major advantage of the trading stamp is, 
as I suggested here, that it is an important way a retailer has, as in 
many other things, to attract people to his store. That is the key thing 
wee the trading stamp does. If it fails to do that, it is of no value 
to him. 

Just like advertising of any kind, the purpose of it is to attract 
people to the store. 

Mr. Anrvso. In the example given to you by Mr. Cooley, the com- 
petitor, in order to meet that competition, also uses stamps. He can 
use another company’s stamps and then it equalizes. 

Mr. Puuures. Not if the stamps have different pulling power, 
which is frequently the case. There are in the United States, I think 
you mentioned this morning, three to five hundred stamp companies. 
Those vary widely in their ability to attract people to the store. They 
vary widely just like motorcars put out by different manufacturers. 

Mr. Anruso. Your company may offer more in exchange for the 
stamps than the other. 

Mr. Pures. Exactly. 

Mr. Anrvuso. That is where the competition lies? 

Mr. Pures. Exactly. There is just as keen competition among 
stamp companies—just as keen competition—which leads directly, 
Mr. Chairman, to another point that was made this morning. 

About 5 percent, I think it was said, of the stamps were not re- 
deemed. That is a large profit to the stamp companies. 

We must remember that these companies are in competition for 
the sale of their services. If one starts making a lot of money every- 
body will get into the field and they will reduce the price at which 
they license their services to the various retail stores. 

Mr. Anruso. Thank you very much. 
Mr. Galub, from Schenectady, N. Y. 


STATEMENT OF WILLIAM GALUB, PRESIDENT OF CENTRAL 
MARKETS, INC., SYRACUSE, N. Y. 


Mr. Gatus. My name is William Galub. I am president of Central 
Markets, Schenectady, N. Y. 

We operate a chain of 18 supermarkets in and around the capital 
district of your State. 

First I want to thank you gentlemen and ladies for hearing my 
side of the stamp controversy. 

I want to make one thing clear before I read my statement into the 
record and have you ask questions. 
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I am just a plain grocery boy. I don’t know the finer elements of 
the legal profession, or the political profession, or I am not as thorough 
as the learned professor. 

I am speaking here as a grocery boy who is a merchandiser, who 
talks straight from the shoulder, who likes to talk bluntly of what he 
has learned in his own field of endeavor. 

I am what I would term average home folk who represents the 
average of small business in and around our country and who have 
found in stamps a most worthwhile avenue for helping business. 

I might add also at the beginning here, that I did not know any of 
the details of Dr. Phillips’ presentation but it will be amazing to you, 
as it is to me, in how many ways his survey coincides with that taken 
in our own local area, taken for this particular hearing. 

With that I would like to begin reading my statement. 

I term it “Trading Stamps—a Merchandising Miracle.” 

The Federal Trade Commission, in putting its stamp of approval on 
trading stamps after exhaustive study, now fully confirms what those 
of us interested in trading stamps have said right along—that trad- 
ing stamps, in principle and practice, are a legitimate, volume build- 
ing promotional tool. 

tn fact it is more than that—it is a modern merchandising miracle 
that truly gives more to all. Just as mass production and mass dis- 
tribution lower unit costs through increased efficiency and volume, 
so do trading stamps perform the same miracle in foods. Despite 


organized vilification, propaganda, legislative action, and assorted 
prophets of doom, the America public has increasingly recognized the 
stamps real value as a plus saving of 2 to 3 percent, and has been 


accepting them at a steadily increasing rate. 

Furthermore, to low and medium income families it has been a 
big boon, providing them with many household items they might not 
have been in a position to purchase. 

Historically, every new merchandising advance in our industry— 
and the same would undoubtedly hold true in most others—has been 
the whipping boy of those who hope to keep the status quo. 

Originally it was the chainstore tax; then the attempt to block the 
dynamic development of supermarkets; then it concentrated on the 
attempts to halt the development of nonfoods in supermarkets and 
efforts to maintain high prices through fair trade, and so forth. 

Today, one of the favorite whipping boys is the discount depart- 
ment store. ‘Trading stamps, no less than any of these examples, has 
met the same opposition by those who might be competitively affected. 
Today, despite all the ammunition shot at trading stamps, the majority 
of the families in this country save them at an ever-increasing rate. 

These whipping boy tactics remind us of what Abe Lincoln once 
said, that “You can fool some of the people some of the time, but you 
can’t fool all of the people all of the time.” The buying public is far 
too smart to be continuously fooled. 

Since this investigation is, as I understand it, a broader one into 
the reasons behind the price spread of foods, and since trading stamps 
is only one area, I believe it would be consistent to include here some 
important factors that also have a bearing on both the trading-stamp 
question and the overall price-spread question. 
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First, supermarket competition is among the keenest, if not the 
keenest, in any industry ; net earnings, after taxes, being slightly over 
1 percent. 

f there is one area in which there is no mystery left pricewise, it is 
in the consuming public’s knowledge of their food costs. Because she 
buys these items so frequently, and because advertising is so extensive, 
the average shopper knows exactly what she is paying for items. 

No one can fool her. Any merchant trying to increase his margins 
would be shortsighted indeed, and would soon feel the impact of his 
customers’ disfavor by loss of volume. 

Regardless of what promotional avenue any organization uses, 
whether it includes stamps or not, his prices must, therefore, remain 
strictly competitive. 

Second, habe is another development going on in food distribution 
of which you gentlemen may not be fully aware but which is leaving 
its impact on our industry and affecting the overall price spread. 
This is the demand of the public for an ever-increasing degree of pre- 
preparation of foods by the grocer. This has come to be known in 
the trade by the name “built-in maid service.” 

Since domestics for housework have become scarce and expensive, 
and since an ever-increasing number of our women are being employed 
outside the home, and for numerous other reasons, there has been a 
greater need for this prepreparation of foods. 

Manufacturers and processors have gone a long way in this direc- 
tion, and today there are literally hundreds of items in this category 
running from delicatessen items to frozen dinners and packaged 
mixes. In the past generation it has developed to such an extent 
that surveys show it takes the average woman less than 1 hour to 
prepare a meal which used to take her an average of over 4 hours. Of 
course, this has meant added costs and, necessarily, has increased the 
price spread between the raw product and the finished one. 

However, the percentage profit of markup that the supermarket 
industry has obtained still remains essentially the same. 

Third, there is a saying in our industry, “That you have to run like 
the devil to stand still.” 

As facetious as this may sound at first glance, it is only too true; 
because in our dynamic, aggressive, fast-moving industry, keeping 
pace with all the new developments is a primary must. The man 
who does not, soon finds his competitor overtaking him. Thus you 
see bigger and more beautiful markets, with ever-increasingly new 
types of modern equipment, being opened throughout the country. 
An average large market today can represent an investment of from a 
half million dollars on up. 

In order to make such an investment pay off, it is obvious that a 
large volume of business is necessary. Therefore, every possible pro- 
motional and advertising medium is employed to bring this result 
about. Anything and everything that might have any value to the 
consuming public is employed as attraction and as giveaway, from 
countless small and large household items, to new homes, expensive 
clothing—such as furs and so forth, to cars—both large and small, 
trips to short and distant points, going almost anywhere in the world, 
and so forth. 
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Two large chains in our area just recently advertised giveaways of 
approximately a quarter of a million dollars apiece for a given area of 
their respective organizations. 

In lesser or greater degree practically every operator in our in- 
dustry does the same thing. No one questions the right of any or- 
ganization to use these methods, and what is more important here, 
no one questions whether prices are increased to cover these giveaways. 
Everyone knows that competition would not permit any such increases 
and, therefore, the giveaways are genuine. Volume is the sought- 
after goal—at very high promotional costs. Why then should it be 
any different for the organization seeking the same result through 
trading stamps ? 

Stamps as a promotion medium have, in the greatest majority of 
cases, done all that these other types of promotional campaigns have 
accomplished, with two major plusses. It gave the wide-awake mer- 
chant everywhere, who promoted stamps aggressively, and whether he 
had new stores or old, whether he was large or small, the medium 
through which he could increase volume and customer loyalty, 

Through this increased volume the merchant was in a better posi- 
tion to do more for his customers, and thus each customer participated 
in the extra savings, in pr oportion to her purchases, through stamps. 
There is a very simple, yet very important, merch: indising principle 
involved here. 

Any given retail store does a specific amount of business which, with 
very rare exceptions, is considerably below what the location could 
do as a maximum volume. Any increase beyond an average normal 
volume gives that business a greater potential return. Stamps, when 
promoted properly and aggressively, have proven to be large-volume 
getters. It is not unusu: al ‘for stores issuing stamps to increase their 
volume by 20 to 50 percent or more, on the average. It has been vari- 
ously estimated, in supermarkets, that the total cost of stamps is fully 
covered by approximately the first additional 10 to 15 percent of volume 
increase. 

Largely, the only added cost involved is a minor extra labor one, 
because other overhead remains essentially the same. This percent- 
age has been found to more than amply cover the extra stamp cost. 
Any increase in volume beyond this, therefore, becomes plus-dollar 
profit for the operator, with no changes in selling prices. In this 
simple merchandising truth lies the suecess and/or failure of any in- 
dividual stamp-giving concern. Most businessmen have gone well 
beyond the needed volume increase and are, therefore, enjoying larger 
returns than previously, while at the same time giving their customers 
this added bonus saving that comes from stamps. A reliable stamp 
program, therefore, benefits both consumer and merchant. 

To further prove our contention as correct, we have but to cite the 
results of certain studies and surveys made in various parts of the 
country covering the price comparisons or percentage comparisons of 
stamp and nonstamp users. 

The recent Boston College survey, as brought out here, is one such 
example, as is Dr. Phillips; as are many others carried from time to 
time in our trade periodicals. 

The Federal Trade Commission in its analysis has many such per- 
centage comparisons. We were one of the companies who sent the 
Commission our figures. In our case, through increased volume our 
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gross markup percentages through 1956, after we had employed stamps 
for 4 years, were essentially the same as they were in 1951, before we 
issued stamps. 

To further prove our contention, we are submitting herewith two 
separate and distinct surveys made in our area covering all our major 
competition. The first survey was made just a year ago for presenta- 
tion at a similar hearing on trading stamps, ordered by Peeorite 
Harriman of New York State. The second one was made on the 
day before yesterday, Monday, October 7, 1957, and covered essentially 
the same organizations. 

In both instances the following methods were employed. Responsi- 
ble men, holding executive positions, were sent to each organization 
included in these surveys and instructed to obtain every possible price 
they could of identical, nationally advertised items. Any items that 
could be classed as the same quality, or almost the same but which 
were other than identical were not used. 

These lists, therefore, include items of companies like Del Monte, 
Campbell’s, Procter & Gamble, Colgate, General Mills, Pillsbury Mills, 
General Foods, Standard Brands, Beech-Nut, Heinz, and so forth. 

In the 1956 survey seven organizations, including all our major 
legitimate competition, were covered, namely: our own, central 
markets, chain A, chain B, chain G, chain ® and chain FE, and our 
largest independent—operator F. (Chains A, B, and G are national 
chains, chains D and E are sectional.) 

At the time, central markets, chains B, G, and D issued stamps, 
while chains A and E and operator F did not. We found 139 identical 
categories in all 7 organizations. By categories we mean any group- 
ing of any individual line of items, as for, example, baby foods— 
which number 114 different items—were only listed by their 6 price 
ranges: Campbell’s soups were listed only by 2 different price ranges 
rather than the 34 varieties, and so forth. 

Actually, therefore, these 139 categories represented many times 
their number in individual items. 

The survey, furthermore, was made on Monday when all prices were 
regular—that is, they were not in any way distorted by weekend 
specials. All lists were verified and signed by all the men obtaining 
them, and notarized. 

The results were as follows : 


STAMP ISSUING NONSTAMP ISSUING 
Central markets, total__._.____~- ORE 207 Onain: Bi CORBY a oe ik cet ape nie $54. 31 
ee en nS Se ee AGT COAST 2G. COR Rat ila bes 54. 41 
Gimme 'G, t00ati 0 alu 54. 79 | Operator F, total_______._______ 54. 61 
Obey D, hethhs £55 alretasi s 5A. 67 


Thus, some stamp-issuing stores actually showed lower pricing than 
non-stamp-issuing stores. Taking an average of both groups, there is 
a difference of approximately one-tenth of 1 percent. When you add 
in the 2% to 3 percent retail value of the stamps to the consumer, the 
tremendous savings enjoyed by the stamp-issuing stores’ patrons are 
apparent. 

We went one step further on this survey. We found that in com- 
paring our central market prices with one other organization—chain 
A, our largest competitor—we came up with 239 categories that were 
identical. Because among these categories are our fastest moving 
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items, these could possibly represent a third to one-half of our dollar 
volume. 

This showed the following: 
Central markets) With stampei 26 ll ied ee ia ee $97. 63 
Chain A, without stamps... 4 si snc ewli eel es ch eeeeeh eee OO 

Here again central markets’ totals, plus stamps, were less than 
chain A, without stamps, plus the savings represented by stamps. 

This year we followed the same basic format except that we in- 
creased the categories by as many as it was possible to include on 
comparatively short notice. However, one of the organizations in 
the iterim—chain G—has discontinued giving stamps in this area 
and is using a self-liquidating premium program. (This same organi- 

zation, however, is still issuing stamps in their stores in other terri- 

tories, so we must assume this discontinuance is experimental.) 

T hus, this year we have central markets, chain B, and chain D as 
stamp-issuing companies, and chains A, G, and E as non-st: imp-issuing 
companies. In 351 identical categories we find : 


STAMP ISSUING | NONSTAMP ISSUING 
Central markets, total__.____-- $192. 92 ints FR ns tec $193. 81 
aa a 194. 56| Chain G, total___________---- 195.77 
CN EE. OR Cee toe 192. 77] Chain Te RR lial needs 192. 88 
Total average___.._--__ 198. 42 | Total average___-__-___ 194. 15 


The stamp-issuing companies here show 73 cents lower average, or 
better than 24 percent lower. 

Again, when we add the value of the stamps, the stamp-issuing 
companies are giving the consumer an additional 24 to a 3 percent 
price advantage. 

Here again also, we took the total of 492 categories which were 
identical, between central markets and chain A, and found that central 
totaled $252.45, and chain A totaled $253.58, a difference of $1.13, or 
almost one-half percent lower pricing by central, plus the 2144 to 3 
percent extra stamp saving. 

We repeat, gentlemen, this was an impartial, objective survey made 
Just 2 days ago. 

From what we have seen, we sincerely believe that wherever real, 
honest. to goodness, factual surveys and comparisons are made, that 
the propaganda issued by the opponents of stamps is completely un- 
founded in fact. To prove this still further, we would respectfully 
suggest, and strongly recommend that additional surveys be made of 
the prices charged ‘by organizations or individuals who clamor loudest 
about the injustice of stamps, as against their responsible legitimate 
stamp-issuing competition. 

We sincerely believe that the facts borne out by all the surveys 
would again repeat themselves. Theirs is the cry of the inefficient 
who are ‘looking for someone to pull their chestnuts out of the fire. 

The facts speak for themselves, gentlemen, The American buying 
public is not easily taken in, and is quick to recognize real value and 
to support it. That is why trading stamps have stood the test of time, 
have made such great strides and will continue to do so. 

Mr, Cooter (presiding). Thank you. 

Mr. Gatus. That is my full statement. I have here copies of the 
surveys which I would like to put into the record. 
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Mr. Coorzy. You may give them to the clerk. They will be filed 
with the committee report. 

(The surveys will be found in the files of the committee. ) 

Mr. Cooter. With how many stores are you associated ? 

Mr. Gaus. Eighteen stores. 

Mr. Cootry. Do you use stamps in all of the stores? 

Mr. Gaxvus. Yes. 

Mr. Cooney. From what sources do you obtain them ? 

Mr. Garus. From S. and H. 

Mr. Cootny. Do you have any stock in any of them ? 

Mr. Gaus. This is purely voluntary on our part. 

There is not a bit of connection between us and the S. and H. other 
than we purchase the stamps from them. 

We made the survey on our own. We had these copies made up at 
our own expense, 

S. and H. had nothing to do with it at all. In fact, I would say that 
today is the first they know of this, of these surveys and what we 
have done. There is absolutely no connection between us other than 
we purchase stamps from them. 

Mr. Cooter. You think that the users of stamps are actually invol- 
untary ? 

Mr. Gauvps. I believe nothing can be further from the truth. We 
are free agents in a free economy. If we felt that stamps were not 
doing a good job and that we were not competitive and that we were 
doing both our consumers and ourselves good, there is no power on 
earth that says that we have to stay in stamp issuing. There are just 
as many large chains in our area that do not give as do give. And 
even if there were more the advantage of a good merchandising pro- 
gram, whether it be stamps or any others, has to benefit an organiza- 
tion if it is aggressive and does the job right. 

Mr. Cooter. In other words, you would not hesitate to discontinue 
the use of stamps in any one or more of your stores if you thought 
that it was in the interest of good business to do so. 

Mr. Gatun. Thatis right. We feel that it is in the interests of good 
business not to do so and that is why we are promoting them at all 
times. 

Mr. Cootry. We thank you very much for your statement. We are 
very glad to have had you with us. 

Mr. Gatus. Thank you. 

(Without objection by the chairman the following statement was 
submitted to the subcommittee and is inserted in the record as follows :) 


STATEMENT OF Haroxp S. RAAB, EXECUTIVE SecreTaRY, TRADING STAMP INSTITUTE 
OF AMERICA 


Mr. Chairman and members of the committee, my name is Harold S. Raab, 
and I am executive secretary of the Trading Stamp Institute of America. I 
am a member of the New York bar, associated with the firm of Patt & Heimo- 
witz, of this city, and have been, for some time now, an active participant in 
the various aspects of the trading stamp industry. 

I should first like to express my appreciation to the members of this com- 
mittee for permitting me to say the very few words I shall say upon the general 
subject at hand. Because I feel that an inquiry of this nature must receive 
highly specialized and factual knowledge and information which I, in utter 
frankness, am not prepared to give, I have asked Dr. Charles F. Phillips, an 
economist of great stature in this country, to present our point of view to the 
committee. We are happy that Dr. Phillips has accepted this assignment, and 
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we are confident that the results of his research and analysis will be of great 
importance to all of you. 

I feel, however, that I cannot resist making some general observations before 
you, for trading stamps are a subject very close to me, and the major source of 
my livelihood and the livelihoods of thousands of men and women like myself 
who are devoting their lives to our business and who regard our services as a 
vital factor in the promotion of American business and industrial prosperity. 

Our group, the Trading Stamp Institute of America, is a trade association of 
trading stamp companies operating in this country. Although not yet entirely 
representative of the entire industry (having come into existence only this past 
summer), its membership includes many of the fine and reputable companies 
engaged in the promotional business of providing a trading stamp service, as 
well as those companies which supply our industry with the tools of our trade. 

Because our life thus far has been brief, our knowledge is limited. We have 
not yet had time to set up the facilities to enable us to gather the information 
so necessary and vital to a clear understanding of all the problems, or an in- 
telligent appraisal of all the questions involved here. Accordingly, my own 
remarks shall be very brief, and I shall leave the expressions of opinion, fact 
and judgment to those more informed and better qualified than I. 

We understand that this committee is presently engaged in an inquiry to 
determine the factors responsible for the spread between the prices that are 
paid to the farmer for his goods and the prices that are paid for these goods 
when they reach the hands of the American housewife. Trading stamps might 
well be one of the factors—hence the inquiry. We do not know whether every 
other factor in this highly complicated question will be considered. To mention 
but a few of. the factors, there are the costs of newspaper advertising, radio, 
television, parking space, register tape plans, rents, labor, and the general in- 
flationary cycle which now grips the Nation, and indeed the entire world. 
Surely those factors, as well as innumerable others, must be considered as con- 
tributing to the cost of distributing the farmer’s product. 

I am not an economist or a food merchant, and I limit myself to very simple 
and obvious observations. These may, however, add to the general fund of 
knowledge sought by the committee, and may aid in the decisions that will, 
after deliberation be reached. 

First, | would say, that if the question before the committee is: “Does the 
use of trading stamps by food markets raise food prices?’—the question should 
be: “All other relevant factors being equal, does the use of trading stamps in 
food markets raise food prices?” For all must agree that the price that any 
merchants receives for his goods, under our American competitive system, is 
depends upon a host of factors, all of which combine to create the price he posts. 
His competitive situation, whether strong or weak,, must have an important 
bearing on his pricing policy. Can he purchase his goods, his labor, his space, 
his equipment, as wisely and as economically as his competitor? Does he offer 
similiar combinations of identical lines and services and over the same period of 
time during which price comparisons are made? Does he use the same cost-plus 
pricing policy as his competitor? In short, only when everything else is equal, 
can we know whether trading stamps or any other promotional device, whether 
newspaper ads, larger electric signs, babysitter service, or hula-hula shows on 
his parking lot will force him to raise his prices. 

We know that if I were to appear before this committee, as some of the 
antistamp proponents have done before other groups, and may do here, with 
a basket of food bought at a stamp-giving store, and a basket of food bought at 
a non-stamp-giving store, or, indeed, with 5 or 10 such food baskets, and attempt 
to prove the validity of my argument by price comparisons, it would prove 
nothing more than that I had shopped carefully, and that I had little respect for 
the intelligence of this committee. Surely an approach that is more objective 
and scientific than this is necessary in an inquiry of this nature. 

I trust that the committee will bear with me if, at this point, and because 
it is relevant to the question before you, an answer is made to the charge that 
food prices are now at an all-time high because of trading stamps. The fact is 
that the Consumer Price Index of the Bureau of Labor Statistics showed a 2.3- 
percent increase in food prices in 1 year (July 1957, report). No stamp antago- 
nist has ever pointed out that among those businesses and services not) using 
trading stamps; the following price increases occurred: 3 percent for housing, 
6.3 percent for transportation, 4.3 percent for medical care, and 3.6 percent -for 
other goods and services. Is it not to the credit of the food industry, the largest 
single user of trading stamps, that its increases during this period of inflation 
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are far less than the others? To further clarify this, it must be noted that the 
food-price index combined food away from home (which was considerably 
higher), with food at home (food principally bought at food markets), and 
raised the food-price index well above what it would have been had food at home 
alone been used. 

We in the trading-stamp industry are happy that stamps have now rightfully 
taken their place alongside the other services furnished to the American con- 
sumer. Any form of advertising promotion is paid for out of the profits the 
merchant makes for the service he renders. Trading stamps, in addition, give 
the consumer something tangible for the merchant’s advertising expenditure, 
and both classes, merchant and consumer, benefit from this tool. 

I quote from Marketing Research Report No. 147, United States Department 
of Agriculture, page 4: “The spreads between wholesale costs of premium 
items to well-established stamp companies and the list retail prices of these 
items apparently are such that the value of stamps to purchasers of food in 
exchange for premium merchandise may equal or exceed costs of these stamps to 
retailers.” 

Prof. Harvey L. Vredenburg, formerly of Indiana University’s School of 
Business, now at the State University of Iowa, has published an extremely 
informative treatise on trading stamps which, I am sure, most of the committee 
has read. In it, he has pointed out that if, as a food merchant, you are not 
using trading stamps, then an effective advertising policy might be to slant your 
advertising to “not giving trading stamps means lower prices.” I am sure that 
Professor Vredenburg did not mean that this was the fact, but was merely 
pointing out the various methods used to counteract their promotional effect. 
Opponents of trading stamps have seized on this competitive tactic, without 
regard for its truth, in the same manner that many advertising agencies extol 
the virtues of their soap powders, toothpastes, reducing pills, and sleeping pills. 
Exaggerated advertising slogans and nothing more. 

I trust that the members of this committee will agree with me when I say 
that there is no power on this earth that could have made the American house- 
wife save stamps unless she knew it was to her advantage to do so. We can, 
I believe, take somewhat judicial notice of the native intelligence and thrifty 
buying habits of the women whose hands are on the purse strings of the Ameri- 
can pocketbook. Many studies have concluded that 1 out of 2 American families 
save stamps. It is a paradox in terms to state that the stamp saver, who, by the 
very act of saving stamps, represents the frugal and thrifty shopper, would 
make purchases without carefully considering the prices she pays for her goods. 
We refuse to believe that one-half of America’s families are dupes and fools. The 
advantages of the trading-stamp program, used effectively, have been proven 
by time and in the American market. Only selfish or uninformed partisans 
would attack it. 

We trust that this committee, engaged in an inquiry of great importance to 
the consumer, and indeed to all groups, will weigh very carefully the testimony 
it receives here today; that it will separate fact from illusion, specifics from 
generalizations, and truth from fiction; that it will realize the remarkable 
promotional tool we place in the hands of America’s retailers, is basically no 
different than any other means of advertising done to attract and hold business 
volume. Our industry fills a vital and necessary need to the advantage of the 
American consumer. 


Mr. Cootry. We shall now hear from Mr. Bildner. 


STATEMENT OF JOSEPH BILDNER, PRESIDENT, KING’S SUPER- 
MARKET, IRVINGTON, N. J. 


Mr. Cootzy. Do you wish to make your statement or file a statement ? 
You have a prepared statement, Mr. Bildner ? 

Mr. Bripner. I have a prepared statement. I do not want to file it 
this way. I would like to read it, but I can file it. 

First I would like to make a couple of comments, if I might, on 
some of the previous testimony. Have I your permission ? 

Mr. Cooter. Yes. 
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Mr. Birpner. Thank you, sir. The farmer from Salinas said, when 
you thanked him for coming here at his own expense, he said the 
drought was good and the weather in New York in July and August 
“made it possible for me to make this trip.” 

If the weather was good in New York and if he sends his lettuce 
he will not worry about the inefficiencies of our warehouse. 

I want to stress the whem of weather on prices. It has nothing 
to do with inefficient marketing operations. 

The opinions expressed here are my own. I am a member of the 
New Jersey Food Merchants Supermarket Institute, the NEAFC and 
I am, also, a member of the Food Industry Alliance for which Mr. 
Unterberg spoke and he does not represent my opinion nor do I be- 
lieve he represents many other members of FIA. 

We operate eight markets doing $10-million business in northern 
New Jersey. I am the president of King Super Markets. 

Our food prices are always attributed to the retailer. Sometimes 
the word “middleman” is used. 

The consumer thinks the retailer is the middleman. The food re- 
tailer, the wholesale groceries, the co-ops are constantly making efforts 
to bring their costs down, and they do, and these savings are always 
passed on to the consumer. 

The statement was made here yesterday—and I hope it is not part 
of the record—for the charts to be displayed in stores showing the 
price per pound for the various cuts of meats. 

The implication is that some merchants are dishonest. Most mer- 
chants bend over backwards to give more thin honest weight. We 
have automatic weighing scales. We have scales that weigh the meat 
automatically and price it automatically—and so do most of the finest 
merchants all over the United States—and these machines are con- 
stantly coming into more and more use. 

Mr. Ogren’s presentation was very excellent. The next time he pre- 
pares one I would like to collaborate with him. There are some things 
in that I do not agree. 

On pages 9 and 10 of his paper he speaks about the price of eggs 
from the farmer to the area in New York, and states: 

Where from 1 to 4 more firms of various types may handle the same eggs 
before they reach consumers, high marketing margins on eggs are a result of 
the failure of many firms in New York to adopt the more streamlined methods 
and technological advances in egg handling already in common use in some other 
cities. 

He is using too big words for me. 

Then he states: 

The farm-to-retail-price spread on large grade A eggs in 9 large cities aver- 
aged 22.8 cents per dozen in 1956, compared with an average of 29 cents in 
New York. 

And I would like to see anybody that can sell eggs in New York 
City and get 29 cents above the price paid to the farmer. I do not 
agree with Mr. Ogren on this. 

Mr. Cootry. He did not say 29 cents above price paid to the farmer. 

Mr. Biupner. He said the spread, the price the consumer pays and 
what the farmer gets, is 29 cents, on page 10 of his report. 

Mr. Cootry. That must be an error, I believe. 

Mr. Oeren. That is what I figured. This was the year’s average. 
This includes the total spread between what the farmer gets, and these 
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are some of the eggs that come from the Middle West. There is trans- 
portation and handling and sundry charges, in addition to the whole- 
saling cost, in this market, plus the retail market. So it is more than 
the retail market. 

Mr. Cooxey, I see, then. Do you differ with that? 

Mr. Bripner. I do not agree with what he said here. I do not like 
the use of averages, although sometimes I use it myself, because Dr. 
Wilcox told me the other night one of the statisticians went swim- 
ming in.a lake that had an average of 4 feet of water, but he drowned, 
and the statistician was 6 feet, high. [Laughter.] 

I do not like some of the prices here. Anybody that does not 
understand, wait for me after the ball game. I do not like the retail 

rice of cabbage here attributed to a 50-pound sack and the price is 
£0 76. By that I mean, there is no such thing as getting a bag of 
cabbage from a farmer and it weighs 50 pounds. By the time we trim 
it, I think that 36 pounds is nearer the weight. 

I question some of these weights. 

I question the 54-pound box of apples applied to Hudson Valley. 
No such thing. I think that the ‘eater is nearer 44 a whereas 
the Delicious State apple 44 pounds, I will accept that. 

I do not like his method aS Uleneetiog costs. I do not doubt the 
figures. The figures are all good. What I do not like is that grower 
received an average of $1.87 per wirebound box and the average retail 
price is $8.48. Immediately uninformed people subtract the diffe:- 
ence. I would much rather that he would start with the grower 
price and continue in the table showing each cost and then showing 
the total cost on the bottom. 

I presume it was because he tried to save paper. There is another 
statement that was made here yesterday. The statement was made 
that there is a wide variety of price on similar quality merchandise. 
What appears to be similar to the eye of the average shopper is only 
one person’s idea, Prices may vary as much as $2 a box on California 
oranges, according to the size in demand at that time. 

Eating quality, I have seen honeydew melons that looked alike and 
the price was $2 difference, one tasted sweet and the other tasted like 
a cucumber, but they were similar in appearance. 

New York smoked hams do not taste the same as the Virginia Smith- 
field hams. Minnesota wild rice may be similar to brown rice, but 
the difference may be a dollar and a half a pound. 

Maine lobsters may look like Jersey lobsters. 

What I am trying to get over to you is not to accept something 
that says “similar.” This is very similar to a lot of dollar ties. This 
cost $7.50. This isa Countess Madras. I am very fortunate. Believe 
me, I only wore this tie to impress you gentlemen. This is a $7.50 tie. 
This is similar to many dollar ties. 

I only wear this on special occasions. 

Now I would like to come to Washington sometime and conduct for 
all of you a cutting test showing the various kinds of tomatoes and 
peas, and I can doa very, very good job on that. 
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Again, on similarity: Chickens, grade A fryers and broilers from 
the Del Mar Virginia Peninsula which pay market price. I am sorry 
that Congressman McIntire is not here, but for the same quality 
U. S. Government grade A or the top quality frying chickens from 
Maine we pay 2 and 3 cents over the market. 

The same chickens from the Del Mar Virginia Peninsula with a 
broken breastbone, a broken wing, or a bruised skin, may be bought 2 
cents below the market. 

So when anyone buys them and eats them they all taste fine, but 
they do not look alike. 

I am interested to see that the farmers make a profit and make some 
money, so that they do not come running to the chainstores, the super- 
markets, and the independent.merchants for help, because they do. 

And why does that affect us because these campaigns are planned 
in advance. Last year they wanted us to go all out on pork. Well, 
if we are going to have a pork sale next Wednesday we buy our 
pork the previous week. The big operators buy their pork a month 
in advance, 3 weeks in advance, but we are all going to put it in a pork 
campaign. When we go into the market to buy pork the price has 
gone up. That has happened to us on all campaigns to help farmers, 
whether they were potatoes, or orange growers. Right now we have 
the most ridiculous one of all, to give the pea packers—the dry-pea 
packers—help to support the thing. 

I have here the report which shows some of the differences which I 
am sure that you have seen. This gives the market, and this is yes- 
terday’s, October 8. 

California Bartlett pears went from 5.45 to 7.20. 

Here is California peaches, from 2.35 to 3.55. 

Here are plums, Presidents, from 3.50 to 6.35. 

Here are California Valencia oranges from 4.55 to 7.70. 

Believe me, many of these fruits look alike. I do not know if the 
spread between what the farmer receives and the consumer pays is 
too high. For me the above sentence is too vague. What farmer? 
What crops! Where does the farmer live? What is included in the 
farmer’s income? Are subsidy payments included? Are soil-bank 
payments included? Why not include all of the money spent to buy 
and store surplus crops? Without this support prices might still be 
lower. 

I posed these questions to Dr. Wileox and some other members of 
the committee and I was told that subsidy payments, soil-bank pay- 
ments, and so forth, are included. I didn’t know that. This I do 
know. 

Mr. Anruso. You have been doing yeoman service in this field, and 
we are grateful to you and we hope that you can come to see us in 
Washington. 

Mr. Bitpner. Any time atall. 


97926—37——10 
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(The prepared paper by Mr. Bildner, together with excerpt from 
the Producers’ Price-Current are as follows :) 


[Producers’ Price-Current, New York, Tuesday, October 8, 1957] 
FResH FRUITS 


Monday's fresh fruit auction 


ORANGES PLUMS 
Cal., Valencia: 
14-box___-------..____.. 150@7 00} Cal Crates, Presidents_.__.. 3 50@6 35 
Fla: 
eee we a 455@7 70 PRUNES 
Mba 2 uk 2 75@4 00 
Idaho, 4%4-Bushel: 
PEARS II oa. act pentnitti ines ni 3 00@4 05 
Cal. Box: FO ten anonscno x 3 75@405 
tC bce 5 45@7 20 
Maras ok! SUB LSS MISCELLANEOUS 
TOO 6th iL 3 85@5 50 
NO a Bin, ae eee 5 00405 GDS FIGS 
i 3 85@425 | mote k& Kaos 
"inidliea 77" J0@8 90 Flats, Kadota___-.---_-.__- 1 15@2 30 
L. A. Lugs: a 
LIVES 
Florelles_______-_--... . 230@3 65 ? 
Oregon Boxes: RIIUALT Binns ghee, peaie 3 00@6 50 
SRE EN cnc chicconton ..-— 410@5 85 
SOU Sos a cccciien _... 30@5 5a QUINCES 
Red Barts__----------- 455@ 650] 7 : Ja 
ce a a 175@3 10 
at il blk ea teh se 5 25@610| -*">" cb de 
Seckles Daa -... 3159 85 PERSIM MONS 
Wash. Boxes: Hachiva: 
oe ag RE ES ick s5@5 o5 tess . 175@4 40 
Barts__-----------._..-- 46504 70 ee” eae 
ee eee ee 6 80@10 30 
Bose <> epenanes eer heb en eegeeiulbanse phan 3 aD 4 95 POMES 
B. C. Boxes: ehh Fan, 
ie ee St100rs OO | mugs. 5222 fo, 2S WO 
PEACHES CHESTNUTS 
Cal. Boxes : » 9-7, -~ | Italian, per lIb.: 
TE cit inicctnctitiiilai ution mee G3 DD o 
{ ; : NS tS io SS chk @26¢ 
Nee Sea eon . 200@3 20 egy pte 
. BRT. nb daaleenientice 24% @25 
Colo. Boxes: As 231, @24 
FOG si. oid snec.. sess @2 00 eT ET tee rt frat 
CIPRO... 6. os srsinenninntareaiemtsien 60@ 80 
at Rian ected @1 00 


PAPER PREPARED BY JOSEPH BILDNER, PRESIDENT, KING’s SUPERMARKET, 
IRVINGTON, N. J. 


“T don’t know if the spread between what the farmer receives and the consumer 


pays is too high.” 
The above sentence is too vague. 


What farmer? What crops? And where does the farmer live? And what is 


included in the farmer’s income? 


Are subsidy payments included? Are soil-bank payments included? And why 
not include all the moneys spent to buy and store surplus crops? Without this, 


support prices might still be lower. 
This I do know: 


The food retailers, independents, supermarkets, and chains are operating on 


the smallest profit of any industry. 


Nobody, but nobody, works on an average profit of 1 to 2 percent per dollar of 
sales. This was accomplished by the American self-service supermarket. All 
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over the world people are learning about the American way of life through the 
self-service markets. Last month a supermarket was opened in Yugoslavia. 

I am proud to follow the trail blazed by Clarence Saunders and Michael 
Kullen. 

“Do it yourself is a growing fad everywhere except in the kitchen.” House- 
wives can do it, but they prefer to have it done for them. 

When did you last enjoy some homemade grape jelly? 

When were you last served homemade preserved peaches? 

When did you last see a cellar with homemade dill pickles and a barrel of 
sauerkraut? 

When did you last see jars of home-canned string beans or tomatoes in your 
pantry? 

When was the last time your wife or mother made chili sauce or catsup or 
tomato paste? 

In fact, when were you last served anything homemade? 

We have a maid at home—so what? 

I get instant coffee—my maid doesn’t like to clean coffeepots, and we have an 
automatie coffeemaker at home. 

I like my eggs scrambled; I get them boiled—my maid doesn’t like to clean 
frying pans. 

I like fresh-made hotcakes. I get frozen ones to pop in the toaster—my wife 
says they are better—the batter is better. 

The only fresh vegetables I get at my home are in the salad family; lettuce, 
tomatoes, cukes, and celery. My maid and my wife can’t be bothered shelling 
peas or lima beans, or with string beans, cauliflower, broccoli, or spinach. These 
vegetables we always get canned or frozen. The only ones who rate fresh veg- 
etables in our home are my grandchildren. Grandma knows that fresh vegeta- 
bles have something that growing children need. 

We have an apple tree in our yard, but I get canned applesauce and canned 
baked apples. We use canned pineapple, canned peaches, canned pears. I am 
lucky they don’t freeze or can watermelon. 

The only time I get fresh-fruit salad at my home is when my son and his family 
come for dinner. My son likes fresh-fruit salad. 

What do you think I said when I saw washed and cleaned sliced raw potatoes 
in our icebox? I blew my top. They retail at 2 packages for 33 cents—the 
farmer gets about 2 cents a pound—the consumer pays over 20 cents a pound— 
but they sell. 

Here’s the situation with working wives: 

Women who work and have no maids are buying foods that are easy to prepare 
and foods that are ready to “heat and eat,” such as frozen dinners, meat and 
chicken pies, cakes, desserts, and so forth. 

How can I preach to others, “Don’t buy prepared foods that cost more, that 
costs lots more—do it yourself and save,” when I can’t get it done in my own 
home. 

Even during Thanksgiving and Christmas we sell very little fresh cranberries. 
Most cranberries are sold canned. 

We don’t even sell fresh fish in our stores; we only sell frozen. The frozen 
fish that we sell is all cleaned, no bones, no waste—it must be what the consumer 
wants. In the past couple of years, prepared fish sticks that only require heating 
are our best sellers. In fact, most of the frozen fish may be a better buy than 
fresh fish. 

In our markets we can’t even sell fresh beets. 

Do you know we sold canned water? Actually, this water was intended for 
emergency use, but was bought by some fishermen and hunters. 

Do you know we sell canned iced tea? Some women find it easier to buy this 
product. All they have to do is add ice cubes. 

Some wives would rather buy these convenient foods than hire cooks or other 
help. If they hired a cook, they could buy flour and bake their own bread and 
cakes. They could buy chickens and clean them, and so forth. But even the 
cooks quit if there is too much cooking. Even the cooks don’t like to bake; they 
prefer to use a ready-baking mix. They even prefer frozen pies, frozen cakes; 
in fact, most cooks prefer anything that is ready. Cooks don’t like to cook. 

On the retail level, price is only one of the many reasons why consumers shop 
at any particular food market. There are consumers with all kinds of tastes, 
small and large incomes, etc. There are all kinds of stores catering to these 
customers’ tastes. Many customers want personal service such as telephone and 
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delivery and charge accounts. Obviously they pay more for the same merchanu- 
dise than those who buy self-service and take it home themselves. 

Shelf-service supermarkets have reduced the cost of doing business an average 
of 25 percent in the past 25 years. All these savings have been passed on to the 
consumer in lower prices, All segments of the food industry are to be com- 
mended for this achievement. 

It isn’t enough to compare prices paid to the farmer with prices paid by the 
consumer. Mrs. America has developed an excellent taste. She wants 
top quality. Mrs. America wants leisure hours for outside interests. Many 
other costs not apparent at first glance add to the final price paid by the cus- 
tomer. 

For example, at Riverhead, Long Island, the farmer sells his potatoes at ap- 
proximately 2 cents per pound. This means the farmer gets about $1 fora 
50-pound bag—which is supposed to pay for planting, growing, harvesting, bag- 
ging, and cost of the bag, too. It costs approximately 20 cents to bring these 
potatoes to one of our markets. Our cost laid down is then $1.20. Our retail 
price will range from $1.39 to $1.49, under 3 cents per pound. However, modern 
housewives prefer to buy frozen french fries with a retail price of 32 cents a 
pound. 

We have just taken in a new item which is somewhat more reasonable. These 
are ready-to-fry sliced potatoes which sell for about 20 cents a pound. Compare 
both there prices to the cost of bulk potatoes. 

Let’s look at frying chickens. Live chickens from 314 to 4 pounds cost 18 
cents per pound and sell for about 23 cents per pound. 

Let someone else do the plucking and buy them New York dressed and the 
cost is 23 cents per pound and the retail is 29 cents per pound, 

Most chickens today are sold eviscerated and someone else has done the 
cleaning, too—the cost rises to 38 cents per pound and the retail is 39 cents per 
pound. 

Chicken production is 5 times what it was 10 years ago—controlled quality, 
evisceration, constant merchandising and promotion by chainstores, supermar- 
kets, and independents has moved this quantity. 

Since many women want to shop and cook at their convenience, frozen poultry 
is becoming more popular. 

For the convenience of having a frozen chicken the cost rises to 49 cents per 
pound and the retail to 59 cents per pound. Some housewives want only the 
select portion. Frozen breasts cost 73 cents and retail as high as 95 cents per 
pound. Those who prefer just chicken drumsticks are willing to pay 99 cents 
per pound, 

The spread is small on many frozen food items such as fish and vegetables. 
With increased consumption, the price of frozen chickens will also come down. 

Turkeys: Without evisceration and freezing, our industry could not begin to 
move the tremendous amounts of turkeys that we produce. 

Now let’s look at quality, the only kind of eggs we sell at Kings are New 
Jersey grade A (with seal) eggs. We pay 61 cents for large white eggs and 
sell them for 69 cents. Our gross profit is in about 10 to 12 percent. We buy 
these eggs from a dealer at 11 cents over the market; 61-cent eggs delivered 
to us were bought from the farmer for 50 cents. Now let’s see what the dealer 
did for this 11 cents. He inspects the eggs, discards the blood spots and cracks. 
This costs him approximately 4 cents. He puts the eggs in a carton at a cost 
of 2%, cents. He delivers the eggs to the stores at a cost of 1% cents. He 
puts the eggs in an egg crate at a cost of % cent per dozen. His overhead is 
1% cents per dozen. The dealer’s total cost is 9% cents, leaving him a profit 
of 1144 cents per dozen. When mama used to buy eggs directly from the farmer 
all of these extra costs were avoided—but let’s face the facts—she didn’t get 
the consistent quality and the eggs she had to throw out more than made up 
for the difference that she pays today. 

Our butter is Government grade A and: grade AA. On 92-score grade A but- 
ter we pay 3% cents over the market. This means our processor buys the 
product, stores it, rolls, wraps, and delivers it to our stores for 34% cents per 
pound. We sell butter which costs 6644. cents for 71 cents—approximately 5 
to 6 percent over the market. This butter bought at 67% cents retails for 
75 cents, 

Armed with this information, one has to look at the so-called “price spread” 
quite differently than the uninformed bystander. The supermarket has done a 
great service to the country by uplifting the quality standards, and the health 
of the Nation has benefited. Convenience foods have made it possible for 
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women to be emancipated from the drudgery of the kitchen and has allowed 
them leisure time for many other productive pursuits. 

Without these conveniences many married women would be unable to hold 
the jobs they have. The convenient foods have made it possible for women to 
earn money—which is spent for cars, appliances, television, etc. A very famous 
businessman defined a bargain as being a bargain when the customer gets 
exactly what she wants and in terms of quality and convenience Mrs. Con- 
sumer’s greatest bargain can be found in the food markets of today. 


Mr. Anrvuso, Let me introduce into the record this telegram which 
has just been received, addressed to me as chairman of the Consumers’ 
Study Subcommittee of the Committee on Agriculture. I quote the 
telegram : 


Skyrocketing consumers prices indicate the need for extensive Government 
surveillance and continued activity of your committee. It is not healthy to see 
the housewife paying ever-increasing prices at a time when the price to the 
farmer is being continuously depressed. I urge and emphasize the need for dil- 
igent and intensive examination in the spiraling increases in price of all foods 
with a special emphasis upon milk and bread. 

Respectfully, 
SENATOR JAMES J. CRISONA. 


I might say that Senator Crisona has been for many years inter- 
ested in the plight of the housewife and has been very much dis- 
turbed in the senate of this State as to the increased cost of living and 
we are grateful to him for the contribution which he has made to our 
committee. 

If there is nothing else, this committee st tands adjourned. 

Let me thank you on behalf of every member of the committee for 
coming down and cooperating with our efforts. 

Thank you very much. 

(Without objection by the chairman, the followi ing communica- 
tions and statement submitted to the subcommittee are inserted in the 
record :) 

Foop InpustTry ALLIANCE, INC., 
New York, N. Y., October 17, 1957. 
Hon. Victor L. ANFUSO, 
Chairman of the Subcommittee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear HONORABLE CONGRESSMAN AN¥FUSO: As counsel and executive secretary 
to Food Industry Alliance, Inc., I should like to state for the purposes of your 
recent New York committee hearings, that the statement given your committee 
by Mr. Joseph Bildner of Kings Supermarkets, a member of this association, 
to the effect that “Mr. Unterberg does not represent my opinion or that of the 
majority of the members of Food Industry Alliance” is incorrect in the respect 
that Mr. Unterberg represents the opinion of the majority of the members of 
Food Industry Alliance. 

Mr. Unterberg was retained to act as attorney for this organization for the 
purposes of investigating the trading-stamp practices as they relate to the food 
industry. It is definitely the opinion of the vast majority of the members, in- 
eluding those who now employ the practice of trading stamps, that trading 
stamps are an evil inflicted upon our industry and they definitely increase food 
prices and the cost of business operations. 

Mr. Bildner had no authority to act on behalf of this organization. Our 
spokesman with respect to trading stamps is Mr. Harold Unterberg of the Law 
Firm of Unterberg & Unterberg, Esqs., of 52 Broadway, New York City. 

It is the hopes of Food Industry Alliance. that you graciously incorporate this 
letter as part of the recent New York hearing of your subcommittee. 

With sincere respect for your never ceasing energies and devotion for the 
people of the State and city of New York, I remain, 

Yours most admirably, 
FRANKLIN H. KoCHMANN, 
Counsel and Executive Secretary for Food Industry Alliance, Inc. 
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City oF New YorK, 
OFFICE OF COMMITTEE ON SLUM CLEARANCE, 
New York, N. Y., October 16, 1957. 


Hon. Victor L. ANFruso, 
The House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN: I read your comments regarding New York’s Washington 
Produce Market in a recent newspaper article following an inspection tour and 
hearing by the subcommittee members of the House Committee on Agriculture. 
I thought you might therefore have an interest in some of Our own experiences 
in dealing with plans we have proposed to clean up the market area. 

The entire market area has been the subject of study, discussion, and restudy 
for over 20 years. The old market place, in addition to being uneconomically 
managed, is run down and obsolete and should be replaced with modern facili- 
ties. We suggested a plan to be achieved under title I of the Federal Housing 
Act with Federal write-down aid. This would have provided a new market 
between the shoreline and the bulkhead line to be built by the Port of New 
York Authority. The old food market area would become the site of a large 
title I housing project which could provide appropriate development for the 
neighborhood for large numbers of middle income families. The inability of 
local officials to reach a decision as to the disposition of the market and the 
eutback in Federal title I write-down funds forced us to drop all plans for this 
development. 

Attached are copies of relevant material from our files with regard to the 
market plan including a map and write-down estimates for developing the 
housing. Iam sure you will find them entertaining. 


Sincerely, 
Rosert Moses, Chairman. 


THe Pors or NEw YorK AUTHORITY, 
New York, N. ¥., May 24, 1956. 
Mr. GEoRGE SPARGO, . 
Triborough Bridge and Tunnel Authority, 
Randalls Island, New York, N. Y. 
Dear Georce: I understand that the board of estimate approved the 10-year 
leases to the railroads, covering the pier property that would be required for any 
reconstruction of the Washington market. 
We will file the papers away in the archives. 


Sincerely, 
AUSTIN J. Tosin, Executive Director. 


THE Port or New YorK AUTHORITY, 
New York, N. Y., May 15, 1956. 
Mr. GreorcE FE. Sparco, 
General Manager, 
Triborough Bridge and Tunnel Authority, 
New York, N. Y. 

Dear Georce: After the meeting of the board of estimate on May 1 I sug- 
gested that it might be helpful for us to put together a brief memorandum for 
reference purposes on pros and cons of the proposal to move the wholesale 
produce market to the Bronx. I may say that I for one had not realized that 
the commissioner of markets was prepared to make an all-out recommendation 
in favor of the relocation of the market in the Bronx. In my argument to 
the members of the board therefore that that was a wholly unrealistic recom- 
mendation I was shooting from the hip. 

The enclosed staff memo should therefore be useful for purposes of staff 
reference in the event that there is any further consideration of the title I 
project. In this connection I note that the board of estimate has set pub- 
lic hearings for May 24 on the proposed leases of piers 19, 22, 27, 28, and 29. 
These leases would be for a period of 10 years and in the event that they 
are approved any possible rebuilding of Washington Market under a title I 
project or otherwise is dead. 

I am enclosing an extract from the report of the New York State Tempo- 
rary Commission on Agriculture dated Mareh 17, 1955. As you know, this 
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is sometimes referred to as the Erwin commission. Regardless of any im- 
pression that may have been given to the board of estimate on May 1 kindly 
note that that committee agrees that the primary wholesale market should 
be redeveloped on the lower Manhattan waterfront rather than moved to the 
Bronx. 
I have sent a copy of this letter to Charlie Preusse for his own informa- 
tion and file reference. 
Sincerely yours, 
Austin J. Tosrn, Executive Director. 


A MODERNIZED PRIMARY FRUIT AND VEGETABLE MARKET—WHERE SHOULD It BE 
LOCATED? 


In discussing the most desirable location of a modernized primary fresh 
fruit and vegetable receiving terminal and wholesale market, it must be un- 
derstood that there are different kinds of markets which may be roughly clas- 
sified as follows: 

1. The primary receiving terminal and wholesale market for fresh fruits 
and vegetables in which carload lots are broken down into units of 20 to 100 
packages for prompt sale to dealers from secondary markets who will in turn 
sell smaller package units to retailers. 

2. The secondary or jobbing markets which exist in Brooklyn, Bronx, Man- 
hattan, and nearby New Jersey, consisting of stores maintained by dealers who 
buy part of a carload (20 to 100 packages) in the primary wholesale market 
and resell in 1 to 5 package lots to retailers in their regions. 

8. The retail outlets, which may be fruit and vegetable markets, grocery 
stores, chain units, supermarkets, municipal covered markets, etc., selling to the 
consumer. 

In talking about the needed modernization of the primary wholesale market, 
we are talking only about the first type, which is definitely a carload and 
wholesale operation handling in the magnitude of 400,000 packages within a 
few hours on a peak day. Further, it should be understood that not all types 
of fresh fruits and vegetables pass through this central primary market. Car- 
loads of northern potatoes, for example, and certain other commodities which 
are well graded or storable for several days, pass directly into the secondary 
markets. Also, produce for many of the chainstores which has been purchased 
at shipping points on a preselected basis to fit the chainstore’s unique require- 
ments will come direct to chainstore terminals scattered about the district 
and are handled from those points by chainstore trucks to their neighborhood 
units. 

Dealers’ stores, supported by railroad team tracks and even farmers’ markets 
make up the typical secondary distributing market, of which there are numerous 
examples throughout the area, including the Bronx, Canarsie, etc. These are 
necessary portions of the marketing system. However, they should not in any 
way be confused with the primary carload and truckload receiving terminal 
now located in lower Manhattan through which pass huge volumes sold in a 
very few hours in large lots by auction or private negotiation and trucked 
out to the secondary distribution points above mentioned. 

Shippers and dealers in the type of commodity which moves through the 
primary market are generally unanimous that such primary trading can take 
place efficiently at only one location and that attempts to divide the location 
of this primary receiving and wholesaling function, resulting in a split market, 
is bad both from the standpoint of the seller and of the buyer. 

In considering the proper location for such a central market, one element is 
convenient access from all parts of the area, both by the incoming railroads 
and trucks and by the trucks which redistribute to the secondary markets. An- 
other important factor is ability to deliver, display, sort and assemble purchases 
promptly within an extremely few hours. Any inadequacy in transfer facilities 
such as float bridges between the railroad carfloats and land tracks would 
bottleneck the whole operation. One of the strong reasons for modernizing the 
primary market on the present lower Manhattan waterfront is the fact that 
the several railroads which deliver approximately 50 percent of the total fruits 
and vegetables to the central market (much of it from such distant points as 
California, Florida, Texas, Washington, etc.) are able to deliver this huge 
volume from their yards across a number of New Jersey rail treminal float 
bridges on to carfloats and unload at the numerous adjoining lower Manhattan 
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piers, which would form the basis of any integrated new market. To attempt 
to land these cars across a single or limited number of float bridges into the 
yards and tracks available on Manhattan, the Bronx, or Long Island, would 
create a serious physical bottleneck. 

From this standpoint alone, the lower Manhattan waterfront has a decided 
advantage over any other location which would have to be served through 
switching of the railroad produce cars from the trans-Hudson floats into a land 
team track yard. For this reason, the Bronx is in a very unsatisfactory position 
since the New York Central (now handling only a small portion of the rail pro- 
duce traffic) is the only carrier with al-rail access. To attempt to bring the 
rail deliveries coming in by the other carriers, through the New York Central’s 
60th Street float bridge yard on the west side of Manhattan up across the 
Spuyten Duyvil Bridge and back down into the Bronx is an impossibility in the 
light of the huge volume of traffic that has to be handled and sold in a few 
hours. The only other alternative method of reaching the Bronx is a long 
earfloat haul from the New Jersey rail terminals up the East River to a single 
carfloat bridge which was built by the city at the Bronx Market. 

The disadvantage in reaching the Bronx by all carriers involved is matched 
to a large extent by the problems invoived in redistribution by truck from a 
primary market in the Bronx which would be at the rim instead of at the center 
of the heavy consumption areas, including Manhattan, Brooklyn, Staten Island, 
and parts of New Jersey. 

As a practical matter, if a Bronx primary market were built, it is difficult 
to see how the continued delivery of a substantial portion of the carloads and 
truckloads of fresh fruits and vegetables could be prohibited at the lower Man- 
hattan terminals of the large produce-carrying railroads and the stores of the 
dealers in that area. The dealer stores in lower Manhattan which are owned by 
them are served by a local brine refrigerating system, and there are some 
1,500,000 cubic feet of cold storage warehouses in that vicinity which are heavily 
used in Summer months and which are also a strong magnet to the retention 
of a substantial volume in that area. Nothing would disrupt the primary mar- 
ket more than to split operations by attempting to transfer part of the auction- 
ing or private selling of the carloads and truckloads in wholesale lots to the 
Bronx and to keep the remainder in lower Manhatian. This has been clearly 
and forcefully recognized in the conclusions and recommendations of the New 
York State Temporary Commission on Agriculture. 

The best evidence of how a misconception of the needs and realities of the 
produce marketing system resulted in a bad mistake was the unwise invest- 
ment by the city of New York during the Hylan administration in the creation 
of the Bronx Terminal Market, as the first step in a decentralization program. 
On this point, the consulting firm of Madigan-Hyland in their report said: “It 
soon became apparent that the decentralization theory was erroneous and meant 
a complete disregard of the important price setting function of a primary 
market.” Most informed persons believe that the New York metropolitan area 
needs a modern and efficient primary wholesale terminal loacted in the center 
together with proper development of secondary outlying regional markets as 
well as certain regional private receiving terminals constructed by the chain- 
stores and supermarket units for their own business. 





THE Port or New York AUTHORITY, 
New York, N. Y., February 27, 1956. 
Hon. Grorer EF. Spargo, 
General Manager, Triborough Bridge and Tunnel Authority, 
New York, N.Y. 


Dear Grorce: Since our meeting of February 8, I have given considerable 
thought to the problems presented by the possibility that the city might invite the 
port authority to make a study of a new produce terminal in lower Manhattan. 
As I have advised you before, the port authority is not seeking to make such a 
study. AsI have said in my letter to you of December 1, 1955, we are completely 
“noninterventionist” on this market project because we know from most unpleas- 
ant experience the complexities and difficulties of the problem. 

Those groups which have a vested special interest in the present operation can 
be expected to oppose any new market plan as vigorously as they have previous 
plans. I have particularly in mind the bitter opposition to the port authority’s 
1948 plan for a new produce terminal by the teamsters local then headed by Joe 
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Papa. Papa was subsequently removed from office by the international brother- 
hood itself following disclosures by the New York State Crime Commission. But 
during the 1948 hearings before the board of estimate, Mayor O’Dwyer and other 
city officials not only permitted but virtually encouraged Papa’s attacks on the 
market plan and on the character and good faith of the port authority itself. 
It was quite apparent that there was no disposition among the then members of 
the board of estimate to consider the market plan on its merits in the face of the 
teamster spokesman’s opposition. 

Before any new study is undertaken, it might be well to acquaint Mayor 
Wagner and the present members of the board of estimate with this sordid piece 
of past history. In fact, if it is at all practical to do so, the current attitude of 
the teamsters union toward a new produce terminal facility might well be 
explored before the city requests the coordinator and the port authority to put a 
lot of time, energy, and money into a new study of such a project. 

There are other factors which the city should also consider carefully and make 
reasonably firm policy decisions on before initiating any new study. These 
factors, not necessarily listed in order of importance, include: 

1. A determination not just to study, for study’s sake, but actually to go for- 
ward with a new market project. As you know, the produce market terminal 
has been under study for at least the last 40 years. 

2. Whatever pragmatic and political considerations the City Fathers might feel 
relevant to a decision to use the port authority as the city’s chosen instrumental- 
ity to effectuate the new market project. I confess that I am not clear in my own 
mind as to what these factors are, but I assume that they can be weighed as well 
in advance as after the port authority has gone to the trouble and expense of a 
study of the project. 

8. A determination of the location and functional scope of the project. As you 
know, the New York City Department of Markets has recently given strong 
support to the relocation of the wholesale terminal market to the Bronx. The 
1954 annual report of that department notes also that the mayor’s market advis- 
ory committee has advocated an expanded market in the Bronx. On the other 
hand, Manhattan Borough President Jack is forming a committee on the Wash- 
ington Market for the purpose, presumably, of retaining the market in lower 
Manhattan. 

As you know, the port authority’s concept of a new market contemplates the 
relocation of the wholesale function in a new facility built over the North River 
waterfront in the area running generally from piers 19 to 30. All Manhattan 
primary delivery and wholesaling operations for fresh fruits and vegetables 
would be transferred to this new facility. This relocation would free for rede- 
velopment the entire area now preempted by the present scattered, congested, 
and obsolete upland store market area—except for such portion of that area as 
might be necessary for the continued accommodation of stores for jobbers buying 
fresh fruits and vegetables at the waterfront wholesale terminal for sale in small 
package lots to retailers in nearby Manhattan and vicinity, and store traders in 
such commodities as butter, eggs, and poultry. We believe there is a place for 
other types of regional markets in the Bronx, Brooklyn, and New Jersey where 
dealer store centers should be encouraged for sales to retailers, farmers’ markets, 
and for direct delivery of the kinds of fresh fruits and vegetables which can be 
sold direct from shipping point without passing through a central trading 
terminal. 

Before any detailed study is undertaken, the city should decide whether it is 
in general accord with this concept. Its ultimate implementation would, of 
course, require cooperation of the city through the exercise of its police powers 
with respect to traffic control and sanitary regulations, licensing, ete., and 
nonleasing of other city-owned waterfront to fresh fruit and vegetable carriers. 

More immediately, the city will have to meet the problem presented by the 
fact, which I have mentioned to you before, that the railroads now oceupy pier 
stations in the market area between piers 19 and 30 on a month-to-month basis. 
For the past 2 years the board of estimate has had before it for approval long- 
term leases of these various piers to their railroad occupants. Only last Thursday, 
at the regular meeting of the board, on motion of the mayor, these leases were 
referred back to the commissioner of marine and aviation and the mayor stated 
that the commissioner expected to have new leases ready for approval by the 
board at the second meeting in March. (See this morning’s Times, p. 44.) The 
mayor made reference to a letter on the subject from Commissioner O’Connor 
dated February 21. Obviously, if the board of estimate approves long-term 
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leases on the piers involved in the market area, there is no point to studying the 
establishment of new market facilities in the same area. 

4. Revenue-bond financing of the new market facilities would obviously require 
a long-term lease of the underlying property. It is quite possible that the eco- 
nomics would dictate that rental payments to the city for the waterfront be placed 
on an if-earned basis. The city of Philadelphia, which is establishing a new 
terminal market, has found it necessary to agree that its costs of acquiring 
the necessary property be treated as a junior obligation in the financing proposed 
by the market corporation in that city. Incidentally, they put out an excellent 
brochure on the public necessity for a new market, a copy of which I am 
enclosing for your inspection and return. Since there are no more available and 
this is our library copy, I would appreciate your returning the brochure at your 
convenience. 

5. In our 1949 revised New York City waterfront proposal we pointed out 
that the produce market project had been omitted because of the difficulties 
raised by the imposition of added railroad charges for unloading fresh fruits 
and vegetables at the New York pier stations. Although attacks on this added 
charge have met with some success, the case is still pending before the ICC. We 
expect the final ICC decision in the next few months, but this administrative 
decision is, of course, subject to further challenge in the courts. Very serious 
attention must therefore still be given to this factor. 

The factors which I have enumerated above indicate some of the problems 
which will have to be resolved, many of them even before a study could or 
should be undertaken by the port authority. In your own plans for a possible 
title I development in the area now preempted by the present obsolete market 
facilities, I would therefore urge that there be no presumption at this time that a 
new wholesale market facility out over the waterfront is economically feasible 
and politically practicable. In the light of the above considerations and of 
declining volumes of produce receipts into lower Manhattan, it simply would 
not be realistic to approach the project with any great assurance. 

As I have advised you before, the port authority is not seeking to make a new 
market study. On the other hand, as I have also advised you, we would consider 
it our statutory duty to make such a study provided the city really wants us 
to do so. You will, I am sure, appreciate the understandable reluctance of our 
commissioners to authorize the expenditure of the considerable time, effort, and 
money involved in such a study unless and until all the parties concerned 
understand the problems and are prepared earnestly and sincerely to cope 
with them. 

Sincerely, 
Austin, 
AvustTIn J. Tostn, Hrecutive Director. 


{From the New York Times, February 27, 1956] 


Crry Witt Revive Raw Prer Leases—5 Lines Pay $1,731,000 ror Use or 22 
Docks—Last Pact Exprrep IN 1950 


(By Charles G. Bennett) 


Railroad leases for 22 city piers are about to be renegotiated after e lapse 
of 5 to 10 years. 

The prospective reestablishment of the leases was described yesterday by 
Controller Lawrence E. Gerosa as a major step in the rehabilitation of the 
city’s waterfront. The new leases are being drafted by Vincent A. G. O’Connor, 
marine aviation commissioner. 

The piers, used by 5 railroads under 18 separate leases, have a replacement 
value of $38,600,000. Under a rental formula established in 1948, the piers 
return $1,731,000 a year to the city in rents. 
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Some of the railroad leases first were entered into as early as 1881. All 
have had periodic renewals for varying terms. The most recent leases began 
expiring in 1946. The last to expire ran out in 1950. 

Since 1950 all of the railroads have been month-to-month tenants of the 
city. 

During the lapsed period a major cause of concern to the city has been 
a steady deterioration of some of the pier properties. In many cases the 
piers have been kept up. But in other instances so-called deferred maintenance 
has been accumulating. 

Recent studies have put the deferred maintenance figure at $3,018,671, with 
$2,021,054 chargeable to the railroads and $997,617 assessed against the city. 


PRELIMINARY TO 6-YEAR PLAN 


Controller Gerosa expressed the view that reestablishment of the leases on 
the railroad piers, with the protection they give the city on maintenance, in- 
surance, and other details, would be an essential preliminary to the $187,053,886 
6-year general pier reconstruction and redevelopment program announced last 
summer by Commissioner O’Connor. 

Under the new leases, it is expected that provision will be made for virtually 
complete restoration of the piers. The railroad companies probably will make 
all of the repairs and get rental concessions to reimburse them for that part 
of the rehabilitation cost chargeable to the city. 

Some years ago renewal leases for the railroad piers were drafted by the 
department of marine and aviation and referred by the board of estimate to 
the controller. On March 11, 1954, Controller Gerosa restored the proposed 
leases to the board calendar with a request for instructions. 

Since that time the board of estimate has put off action from time to time 
pending the drafting of new leases by Commissioner O’Connor. 


TO END MONTH-TO-MONTH DEALS 


Last week the board of estimate sent back to Commissioner O’Connor the 
leases pending before it since March 11, 1954, with instructions that new leases 
to replace them be returned to the board March 22. On that date the board 
is expected to take action that will end the month-to-month tenancy of their 
piers by the five railroads concerned. 

The railroads and the piers they use—all Hudson River unless otherwise 
designated follow : 

The Erie Railroad: Piers 19, 20, 21, 48, and 87. 

The Pennsylvania Railroad : Piers 27, 28, 29, 45, 50, and 77. 

The Baltimore & Ohio Railroad: Piers 10, 22, 23, and 66. 

The Lehigh Valley Railroad : Piers 38, 66, 67, and 44 (East River). 

The Delaware Lackawanna & Western Railroad: Piers 68, 41, and 26 (East 
River). 

While it is expected that most of the renegotiated leases will be for 10 
years, with an option to the tenants of 10-year renewals, a few will be for 
shorter terms. 

The short-term leases are expected to include piers 38, 40, and 41, which are 
scheduled to be demolished eventually to make way for construction of the 
massive $16,240,000 terminal to be built near West Houston Street by the city 
for occupancy by the Holland-America Line. 

With the ultimate demolition of these 3 piers, the railroad-leased pier proper- 
ties will be reduced to 15 and the total annual rental to the city to $1,539,680. 

The pier rental formula established in 1948 is based on 6 percent of the 
original construction cost of the piers, plus rental of land under water occu- 
pied by the piers and slips, plus 2% percent of the assessed value of the piers 
in lieu of taxes. 
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Housing area, Committee on Slum Clearance, Randalls Island—Washington 
Market, boundaries: Franklin St., Greenwich S8t., Park Pl., and West St. 
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PE We ae ee See Rr ees 514, 000 132, 000 646, 000 45, 600 
MRD NE 51058 LS. SaSs LORS ase cass. 497, 000 216, 000 713, 000 31, 000 
TE WINE adda dekh dscns Baadipiis«ecuie ne? 638, 000 167, 000 805, 000 49, 500 
PR IR ia EE ae ABE ae ESRI. 2 i 548, 000 207, 000 | 755, 000 28, 500 
Were ed Sei ger ey sates 722, 000 224, 000 | 946, 000 52, 000 
139 S, E_.._.. seGuhi ise l eh. ape 8 558, 000 113, 500 671, 500 | 25, 917 
hi nicht Bah cosh ctnmey ote 483, 500 81, 000 | 564, 500 | 22, 092 
a ne ee 357, 000 61, 000 418, 000 13, 160 
NW... ee ay 421, 000 71, 000 | 492, 000 | 19, 241 
MMPMerb ores: igs 3 os i xw2. scsi wee 614, 000 140, 000 | 754, 000 28, 000 
I oie entintatin te dhdse heme chantiniie 536, 000 | 139, 000 | 675, 000 28, 160 
oe co es ee on 254, 000 | 63, 000 317, 000 13, 256 
SPUR ec EUL 2 OU So SE ade 590, 000 90, 000 | 680, 000 | 32, 399 
WO Wee. 333. 06003 5i5sc) ei. dd.duasd asada 823, 000 164, 000 | 987, 000 44,719 
SND. drieciaanineni ccansiaiin Se Ee a 574, 000 131, 000 705, 000 28, 175 
cater ere 823, 000 | 228,000 | 1, 061, 000 42, 400 
Pete ses ossitsths <dis donecectybuccas | 9,341, 500 2, 352, 500 | 11, 694, 000 534, 119 
| 
Area private property, 534,119 square feet equals 12.3 acres: 
Land : $17.49 per square foot. 
Land and buildings : $21.89 per square foot. 
Area streets to be closed : 239,292 square feet. 
Total net area: 773,411 square feet equals 17.6 acres. 
Assessed valuation per square foot, total net area: 
Land, $12.08 per square foot. 
Land and buildings, $15.12 per square foot. 
Acquisition cost: 
(Assessed valuation plus 50 percent) —-____---_--____-___----_- $17, 542, 000 
Less possible resale price, 773,411 square feet at $10 per square 
DOGG hapaciley darketae mnelé-nerbberintann depstpengepikielepctetihenntn tine 7, 609, 000 
TINY sd tne Tes epecbmes Sth sainictteceslinmen ner tnenminnineennnaned 9, 933, 000 
De I Bist al niicih Saree thai cei naib ian legend sdseatacbieepiidionnitie 15, 000, 000 
DI iichiniadinntls euch ainien ten <thbateitmadiel nits icitltclaiiinnbeD Met cenieMciripcegiaciglhs 10, 000, 000 
SN) Achat i Dihinss AaahaeansSyekdbd no:pdin angst uaabeael Gviboisicbsmmausien 5, 000, 000 


CoUNSELOR AT LAw, 
New York, N. Y., October 28, 1957. 
Hon. Vicror ANFUSO, 


House Committee on Agriculture, 
New York City. 

DEAR CONGRESSMAN ANFUSO: I am sending you herewith enclosed a statement 
on behalf of the Produce Truckmen’s Association, Inc., of which I am counsel, 
setting forth our views in connection with the proposed relocation of the Wash- 
ington Market. 

I trust that your committee will give this statement its most serious considera- 
tion. 

Respectfully yours, 
JEROME Y. STURM. 


STATEMENT SUBMITTED BY PRODUCE TRUCKMEN’S ASSOCIATION, INO. 


We understand that hearings have recently been conducted by the House 
Committee on Agriculture in connection with proposed plans for the relocation 
of the Washington Market. While our views have been set forth in previous 
hearings, we nevertheless wish to reiterate our position and to set forth the 
reasons therefor. 

As you know, this association represents the vast majority of the truckmen 
who transport fruit and produce from the piers, docks, and railroad yards to 
various parts of the metropolitan area. Obviously this facility is an integral 
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part of the operation of this industry, and we are of course vitally concerned 
with whatever plans may be formulated by the Federal Government and other 
agencies in connection with the distribution of fruit and produce in this area. 
We have over the past years given a great deal of thought and study to the 
problems of the Washington Market and we have reached certain basic con- 
clusions which arise from our long experience with the industry. Our position, 
for reasons which we shall set forth herein, is that the most productive proce- 
dure which can be followed for the rehabilitation of the handling of fruit and 
produce in the city of New York and its environs, is to remodel and refurbish 
Washington Market at its present location. We have reached this conclusion for 
the following reasons: 

1. The statistics which have been submitted to you demonstrate that the ton- 
nage presently received in the Washington Market (and the tonnage which 
would be received in the market wherever it may be located) has diminished 
substantially over the past 10 years. This has resulted principally from the 
increased purchasing power of the chainstores which receive their merchandise 
directly from the shipper and bypass the market, and the constant growth of 
the frozen food industry. In view of the decline in the volume of business which 
would be handled by any market in whatever location, it is foolhardy to expend 
substantial sums of public money for a project which is unnecessary. A more 
feasible plan which could be formulated and put into effect for comparatively 
modest sums, would be to rehabilitate the present market at the present location. 
The present tonnage and the projected future tonnage has reached the point 
where only 50 percent of the present market area is needed for the direct han- 
dling of fruit and produce. Under these circumstances at least half of the pres- 
ent Washington Market area could be utilized for parking facilities, refrigeration, 
over-the-road trucks, public housing developments, etc. The remaining 50 per- 
cent of the present area, particularly the locations nearest the waterfront, could 
be remodeled, modern equipment could be installed, and a more efficient market 
put into operation at a small fraction of the cost of relocation. 

2. The fact is that the pier facilities are so extensive that they could be used 
to much better effect than at present. If modest expenditures were made for 
the modernization of existing piers they could handle all or a substantial part of 
the total merchandise received at these locations. The center of activity then 
would shift to the piers where it rightly belongs. This rehabilitation also would 
requre a small fraction of the cost of relocating the market elsewhere. 

3. The proposal to establish a market in the Bronx would result in a split 
market which would seriously impair the utilization of such a center. The cost 
of transportation to outlying areas in the city, such as Brooklyn, would be pro- 
hibitive and it is to be anticipated that the result of such a project would be 
to establish a market in Brooklyn and perhaps a third market in Manhattan. 
The most centrally located area is of course the present location of the market 
since it is nearest to the piers, steamships, and New Jersey railroads. 

4. The proposal to relocate the Washington Market in the Bronx would result 
in a substantial delay in the handling of fruit and produce since cars would 
reach the market approximately 1 day later than they do at present. This would 
result in higher railroad rates, unnecessary handling of merchandise, since mer- 
chandise would have to be shipped. back to Manhattan and Brooklyn from the 
Bronx. This unnecessary movement of merchandise would of course increase 
the final selling price to the consumer. 

5. The removal of the market from the present area would affect real-estate 
values and taxes in that area, and in addition it would seriously affect mari- 
time interests since the Washington Market area is adjacent to the steamship 
company facilities. Foreign imports of fruit and produce constitute a substan- 
tial portion of the carload lots which enter our market area and any removal 
of the market facilities away from their present location would create addi- 
tional transportation costs for fresh fruit and produce which is received at the 
steamship unloading piers. 

6. The cost of fruit and produce to the consumer would be increased in the 
event of the relocation of the market inasmuch as necessary facilities which 
aid the industry have grown up around the Washington Market area. In addi- 
tion to the piers referred to above, there are also cold storage warehouses, sanita- 
tion facilities, etc., which could not easily be moved to locations in the Bronx. 
Under these circumstances additional transportation costs would be manda- 
tory—all of which could be avoided by the proposal we urge. 
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7. No one has thus far demonstrated that the operating cost to the receivers, 
buyers, etc., in a relocated market in the Bronx would not be substantially 
higher than the present costs in the Washington Market area. It is common 
knowledge that the present state of the industry is such that additional costs 
from whatever source, cannot be added to the current overhead of the industry 
if it is to survive in anything like its present form. We are of the opinion 
that the most feasible way of reducing operating costs in the industry is not to 
run to a less desirable location but rather to make whatever improvements are 
necessary in the best location. This can be done, as we have suggested, without 
uprooting the industry and without adversely affecting any segments of it. 

8. It is significant that the engineering studies heretofore made by Madigan- 
Hyland and the plan of the Port of New York Authority did not provide for a 
relocation of the Washington Market but rather suggested that facilities be 
constructed at the present situs. While these proposals are much more elaborate 
than our association believes are necessary in the light of the present and 
prospective tonnage and current construction costs, nevertheless they do buttress 
our contention that the best location for the produce market is the present 
location. 

For these and other reasons which we are certain have been brought to your 
attention, we strongly urge that your recommendations provide for the alloca- 
tion of public funds which will be utilized to remodel the present Washington 
Market at its present location. This may require condemnation of existing 
buildings, the widening of streets, the increased use of piers, the modernization 
of the piers, and any steps which will bring about a more efficient han- 
dling of fruit and produce coming into the area, The present state of the industry 
does not require the expenditure of the staggering sums which have been men- 
tioned as necessary for the construction of a new market in the Bronx. Nor is 
the industry in a position to support such an establishment in view of the di- 
versions which have taken place in the industry. We believe that the expenditure 
of a comparatively modest sum will provide the efficient and modern facilities 
at the present location which are necessary if the cost of the fruit and produce 
to the consumer is to be maintained and perhaps diminished. 

Respectfully submitted. 

PRODUCE TRUCKMEN’S ASSOCIATION, IN¢., 
By JosepH MILLER, President. 


(Whereupon, at 12:55 p. m., the above hearing was adjourned.) 
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